BACK TO REALIT $ AND RES TORAT 


JANUARY, 1932 


INTEGRITY OF TRUST MANAGEMENT AFFIRMED 


(Survey Based on Official Records) 


DEATH-BLOW TO (MULTIPLE ESTATE TAXATION 
C. Powell Fordyce 


FIDUCIARY PROTECTION AND BANK. FAILURES 
Gwilym A. P A. Price 


MESSAGEsTO TRUST MEN FOR 1932 


omas C. Hennings 


ECONOMIC ADJUSTMENTS AND RECOVERY 


Alexander D. inder D. Noyes 


AMERICA’S FOREIGN INVESTMENT PROBLEMS 


Leland Rex Robinson 


DECISIONS AFFECTING ESTATES AND TRUSTS 
Russell L. Bradford 


EMERGING FROM be YEAR OF DISILLUSIONMENT 
Albert H. Wiggin 


SUCCESS IN DEVELOPING AGENCY ACCOUNTS 
Frederic B. Eastman 


NEW METHOD OF STOCK TRANSFER RECORDING 
EQUITABLE ESTATES: SHOULD THEY BE ABOLISHED? 
LEGAL PITFALLS IN INSURANCE TRUST AGREEMENTS 

WHY GOLD STANDARD WILL ENDURE 
THE REAL ESTATE MORTGAGE SITUATION — 
NOTABLE PROGRESS OF CANADIAN TRUST COMPANIES 
EPOCHAL DECISION BY U. S. SUPREME COURT 


Crust Companies Publishing Association 
No. 55 Liberty Street, Nem York City 


Cc. A. LUBNOW, Publisher 


‘ Patited axioepend cee master Mag 26, 1904, oe ie ost office at New York, N. Y., under the Act of 
arch 3, 1879. Published M Subscription Price $5.00. 
LONDON OFFICE: DORLAND HOUSE, 14 REGENT. STREET, S. ™ 1 








The Unshrinkable Trust 
Can you place trust funds anywhere today, except with us, 


under the absolute guarantee of the trustee that the funds 
will not shrink in value? 


‘Our Unshrinkable Trust provides just this and the income 
from it is always the best, commensurate with safety. 
Our Trust Officers will be glad to discuss with you this 

“unique form of trust. 


It can be made to apply to trusts created by wills or living 
trusts in effect during the lifetime of the creator. 










Title Guarantee and Trust Company 


176 Broapway 175 REMSEN STREET 
New York BROOKLYN 






A VALUABLE connection in Philadelphia 
is afforded by this Company, with its central 
location, fifty years’ experience in all phases 
of banking and trust affairs and its large 


resources. 


The REAL ESTATE-LAND TITLE 
and TRUST COMPANY 


PHILADELPHIA 


i Main Office Downtown Office 
Broad and Chestnut Streets 517 Chestnut Street 








DUGUUAGUGNOUGOOUGQUEOOUSOUNONUGOUOONOOGUOOGOOOU00U000U000000000000000000000000000E000000089000008900000800000000EOOOOUNUOOOONOOOOOEGOONODEOOUGOOOGNOOOOOOOOGODOODOOGONONOOOUOONNOOOOOOUOODSSE 


Orust Companivs 


A MONTHLY MAGAZINE DEVOTED TO TRUST COMPANY, BANKING AND 
FINANCIAL INTERESTS OF THE UNITED STATES 














Hal. LIV _ January, 1932 | Number One 








TABLE OF CONTENTS 


Frontispiece—AMERICA WAITS THE COMMAND—‘“‘FORWARD)”’”’ 


BACK TO REALITIES AND RESTORATION ‘ : 
New Day of Service and Rational Economic Concepts 
Courageous Reconstruction Program 
1932 Beckons to New Fields of Trust Service 
New Records in Trust Business 
Moratorium on Railroad Bonds as Legal Investments 
Supreme Court Abolishes Multiple Estate Taxation 
Coolidge on Hoarding 
Safety of Trust Funds in National Banks 
American Banking Returns to Safe Moorings 
Missouri Inheritance Tax Statute Upheld 
Reconciliation Between Trust Companies and Lawyers 
The Late Rosenwald’s Philanthropic Code 
Court Decree Governs ‘‘Lawyer-Trust Company” Relations 
Provisions of Glass Banking Bill 
HAZARDS IN EMERGENCY BANKING AND FINANCIAL LEGISLATION ; F 
Edmund Platt, Vice-president, Marine Midland Corporation of New York and former Vice 
Governor of the Federal Reserve Board 
A MESSAGE TO TRUST MEN FOR 1932... 
Thomas C. Hennings, President of the Trust Division, A. B. 
INTEGRITY OF TRUST ADMINISTRATION REAFFIRMED 
(Keports jrom 48 State Banking Supervisors) 
PROTECTION OF TRUST ESTATES IN HANDS OF CORPORATE FIDUCIARIES . 
Gwilym A. Price, Vice-president and Trust Officer, Peoples-Pittsburgh Trust Co. 
EFFECT OF ‘SUPREME. COURT DECISION ABOLISHING MULTIPLE DEATH TAXATION . 
C. Powell Fordyce, Member of the St. Louis Bar 
FACING REALITIES AFTER A YEAR OF DISILLUSIONS. . 
Albert H. Wiggin, Chairman of Governing Board of Chase National Bank, New York 
AMERICAN PEOPLE HAVE WEATHERED MORE SEVERE DEPRESSIONS. ‘ 
Alexander D. Noyes, Financial Editor, New York Times 
IMPORTANT 1931 DECISIONS AFFECTING TAXATION OF ESTATES AND TRUSTS 
Russell L. Bradford, of the New York Bar 
NEW METHOD OF MAINTAINING STOCK TRANSFER RECORDS; 
J. A. Deck, of the New York Trust Company 
LEGAL PROBLEMS IN WRITING LIFE INSURANCE aE Chey AGREEMENTS 
Denis Brandon Madura, Attorney-at-Law, New York Cit; 
tg mE SOUND FOREIGN INVESTMENT POLICIES 
Leland Rex Robinson, Author of “Investment Trust Organization and Management” 
ete ~*~ EXPERIENCE IN DEVELOPING AGENCY TRUST BUSINESS : : 
rederic B. Eastman, Asst. Trust Officer, State Street Trust Co., Boston 
EQUITABLE ESTATES: SHOULD THEY BE ABOLISHED? 
H. Burton-Smith, Co-author of ‘‘Remsen on Preparation of Wills and Trusts” 
AMERIC}’ S PRIME INTEREST IN MAINTENANCE OF THE GOLD STANDARD 
James H. Becker, Vice-president, A. G. Becker & Company 
OPPORTUNITIES IN TRUST SERVICE FOR THE AMBITIOUS YOUNG MAN . 
Francis H. Sisson, Vice-president, Guaranty Trust Co. of New York 
SURVEY OF REAL ESTATE MORTGAGE SITUATION 
Philip W. Kniskern, Vice-president, Continental Mortgage Guarantee Company, New York 
NOTABLE PROGRESS OF CANADIAN TRUST COMPANIES... Sees Bae 
L. Spry, Canada Trust Co., London, Canada 
PROGRAM FOR ANNUAL MID-WINTER TRUST CONFERENCE . ; Lae 103 
LEGAL DECISIONS AND DISCUSSION ... Hote 105 
John Van Buren Thayer Celebrates Double Anniversary : ; ae i12 
Favorable Earnings of National City Bank of New York ‘ ras oP rents 144 
Chase National Bank Maintains Premier Position Vee ena ea 115 
Fifty Years with City Bank Farmers Trust Company _. : ; 116 
Chatham Phenix and Manufacturers Trust Company Merger ‘Perfected eds eta 117 
Second Best Year for Girard Trust Company of Philadelphia Fe. ho ae rk Pies & 118 
Banking and Trust Company Developments in New York . ; a ae 124 
Trust Management Maintains High Record in eames Une ye ea ; — 131 
New England True to Traditions . ‘ a ee Ou, es o2eb OE 135 
Exceptional Strength of Chicago’ s Banking Position a ate” yt Aen Se me ee ie Cae 137 
Triumph of Branch Banking in California .. 149 


CORRESPONDENCE FROM LEADING CITIES, ‘INCLUDING PHILADELPHIA, BOSTON, 
CHICAGO, CLEVELAND, PITTSBURGH, LOS ANGELES AND SAN FRANCISCO . .131-149 


- < 


Annval Subscription, $5.00 Single Copies, 60 Cents 
PUOUVANGODONDOEDONUOUOGEOEOOELOGUOOOUOOONOOOOONOEDOOUOEOCOEOOEOSANOOSEONOGONOOOUADOOSUOOODONOOONOSEONEGOOONOONDOOOOONOODONDONDOODONOONOOUDONOOOOANOANOANOODOODONNONDOGDOOOOOANUONND 


SAUUAUANUAADLGAUENNUANUUEOUEGUUOOOUOAUEOOUGOUOOOUOGUOOOUGOGOOOUEOOUOGOUOOUOOOUGOUEOUOOOUOEOOROOUOGOUOOOUOOOOGGUOOOUGOOOOOUOGUOOOUGOOUOOUOOUOOOUNEOUGOOUOOUOND QUGQUOOOOOGUOOOUOODOOOOOOUOOOUNGN0000U000U0000000U000000U008000000000000000000000000000000000000000000000000000000000000000000 


al 








Trustees 


FRANK L. BABBOTT 
WALTER ST. J. BENEDICT 
HARRY M. DE MOTT 
JACKSON A. DYKMAN 
WILLIAM N. DYKMAN 
WILLIAM H. ENGLISH 
JOHN W. FRASER 

JOHN GEMMELL, Jr. 
WILLIAM M. GREVE 
JOHN V. JEWELL 

JAMES H. JOURDAN 
JOSIAH O. LOW 
HOWARD W. MAXWELL 
EDWIN P. MAYNARD 
JOSEPH MICHAELS 
THOMAS E. MURRAY, Jr. 
GEORGE V. McLAUGHLIN 
JOSEPH J. O’BRIEN 
CLIFFORD E. PAIGE 
ROBERT L. PIERREPONT 
HAROLD I. PRATT 
RICHARDSON PRATT 
THOMAS H. ROULSTON 
ADRIAN VAN SINDEREN 
J. H. WALBRIDGE 
ALEXANDER M. WHITE, Jr. 
WILLIS D. WOOD 





RUST COMPANIES 


S ixty-six Years 
of 


Continuous Experience 


BROOKLYN TRUST 


= COMPANY 


, ] MAIN OFFICE—177 Montague St., Brooklyn f 
y NEW YORK OFFICE—26 Broad Street 


Twenty-four Hour 


Transit Service 


(Ommerce jrust Ompany 


Kansas City 





ORES 


TRUST COMPANIES 


.... £0 CNewark! 
GATEWAY OF THE EAST 


G.. Leading Railroads converge at Newark. Port and air facilities 
have direct access to both domessic and foreign markets. Newark is a 
great distributing center, considezed one of the greatest in the Last 
Industrially. it has long outranked other cities in diversity of products 


Newark is growing. Over 49 per cent of New Jersey's population is 
within a ten mile radius of the city. Corporations seeking an outlet for 
their products and those seeking a location for manufacturing units find 
it well situated for branch offices, and from a labor standpoint 
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¢, corporations and individuals doing business in the 
Newark Area, this Company extends a cordial invitation for 
substantial participation in your banking. The Fideliry Union Trust 
Company is the large bank in New Jersey. As the bank for every 
one it is fully equipped to serve you. 


To those corporations now studying the advantages of Newark, 
we invite you to locate your business here, and to confer with us. 
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's Member Federal Reserve System + 
NEWARK, NEW JERSEY 


wa 
_— JH. Bacwenisn, Peston Tuomas N. McCarter 
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SPECIMEN OF ADVERTISEMENT run 
in all Newark newspapers by Fidelity 
Union Trust Company, Newark, the largest 
bank and trust company in New Jersey. 
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AMERICA: IMPREGNATED WITH GENIUS, POWER AND RESOURCES 
AWAITS THE COMMAND: “FORWARD!” 
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Number One 


BACK TO REALITIES AND RESTORATION 


NEW DAY OF SERVICE AND RATIONAL ECONOMIC CONCEPTS 


ILENT, unobtrustive forces emerge 
from the gloom, the tragic reverses 
and disillusionments of the past 
two years. They flow from im- 

mutable laws that for ages have borne civi- 
lization irresistibly onward to refinements, 
to higher sense of justice in the social and 
economic order. Intelligently construed, the 
painful experiences of 193! must be inter- 
preted as constructive in their nature. They 
are necessary to help restore the patient to 
health. Faintly, perhaps, but none the less 
certain, there is the dawning of a brighter 
day when sordid and selfish instincts shall 
lose caste and become subordinated to 
ideals of service. Wise indeed is the man- 
agement, whether in business, industry or 
banking, which heeds and applies such en- 
lightened principles. These times carry a 
special mandate to all conscientiously en- 
gaged in trust service and alert to the 
broader application of fiduciary protection 
to the economic and social problems of this 
beloved country of ours. 

There is one lesson, more important and 
inspiring than all others. It is now being 
brought home relentlessly—especially to 
the people of this generously endowed na- 
tion. It is this: that the profuse blessings 
of nature’s bounties, the newly created 
sources of wealth, and the advantages ac- 
cruing from amazing discoveries of science 
and invention, must be dedicated more 
broadly to humanity. They cannot much 
longer be greedily reserved for those com- 





paratively few who may have been born to 
or favored, by good fortune. Such wealth - 
must be kept from the unscrupulous who 
debase their lives and talents to avarice 
and craving for power. The banishment of 
poverty, ignorance and crime may seem an 
idle dream. Nevertheless, each succeeding 
generation—and notably the present— wit- 
nesses a closer approach to this desirable 
consummation. 

With every passing day the conviction 
is forced more clearly upon all honest- 
thinking men that there must be something 
inherently wrong with political or economic 
restoratives which permit gaunt spectres of 
want, despair and unemployment to stalk 
in the midst of rich harvests, bursting reser- 
voirs of food and raw material, hoarded and 
frozen stores of wealth, and of idle wastes 
of machinery and superior management. 
They all clamor vainly for release and cap- 
able of supplying not only the necessaries, 
but also many of the comforts of life to 
every man, woman and child. Where is 
the humanity or justice of any system that 
destroys or burns crops, demands “plowing 
under” of cotton, that restricts output of 
food and clothing when people are starving, 
when unemployed parade the streets and 
besiege the nation’s capitol. 

Like a mighty, blundering Frankenstein, 
mechanized and electrified to the ’steenth 
degree, the American nation gives every ap- 
pearance of yielding to suicidal impulses of 
ingrown depression. It gropes along, indif- 
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ferent or blind to actualities that plead for 
confidence and courage. For it is true that 
business, industry, finance and banking in 
the United States have never rested upon 
more secure foundations than they do to- 
day, inconsistent as it may seem in the face 
of persistent declines and distrust. Stocks 
are 20 per cent of their 1929 boom prices. 
Unprecedented bargains lie unheeded on the 
counter. High grade bonds register new lows 
for this century. Commodities are at bed- 
rock. Production is below consumption. Real 
estate has been squeezed dry of speculative 
values. With 10 per cent of all banks in 
operation a year ago forced to suspend, the 
banks’ situation has become abnormally 
liquid in its haste to return to proper moor- 
ings. Certainly, the country has gone far 
beyond reasonable limits of deflation. 

What will happen to prices, business, 
profits and investment values during 1932 
apparently rests in the lap of the gods. This 
much is certain: The country has seen 
during the past year, and may continue to 
experience in lessening degree during 1932, 
the workings of the same inescapable law 
of action and reaction that has character- 
ized every period of depression in our 
economic history. Despite its severity and 
duration, the United States has encountered 
and weathered worse experiences in the past, 
gaining from each added stature. The im- 
portant fact is that business, industry and 
banking have been subjected to drastic re- 
adjustments and revaluations. Absence 
of strikes prove that employer and em- 
ployees now recognize mutual interests. 
Capitalism, instead of being in death-throes, 
acquires a more human mien. 

Indeed, the foundations are being laid for 
greater, sounder progress. The nation is 
“stripped for action,” but the voice of com- 
mand cannot issue from Washington or Con- 
gress. It must and will come from the inner 
consciousness, the hearts of the people, 
awakening new faith and initiative. Pos- 
sibly, as the late Senator Morrow said, 
“prosperity may come upon us unawares.” 
And further, as-Albert H. Wiggin, head of 


America’s largest bank, says: ‘“‘The level of 


values and the volume of business are both 
depressed by fear of the unknown, far below 
the level justefied by the facts, and both are 
capable of smbstantial revival with a mere 
change of emotional attitude.” 


COURAGEOUS RECONSTRUCTION 
PROGRAM 


LARMISTS and croakers who shrink 
from their own shadows are raising 
the cry that the government at 
Washington is committed to policies which 
are bound to plunge the country still deeper 
into the mire by launching upon another 
perilous adventure of heedless inflation. 
Solicitous friends abroad grasp at this cue 
to engineer another “flight from the dollar”’ 
and darkly hint that America will join the 
procession of nations which have deserted 
the gold standard. 

The newly created two billion dollar 
Reconstruction Finance Corporation to 
provide emergency facilities for banks and 
other financial institutions, is assailed by 
gloom-dispensers as purely inflationary, in- 
creasing the burden of public debt and 
Treasury entanglements while loading down 
the Federal Reserve Banks with indigestible 
paper. The same indictment is directed 
against the National Credit Corporation, 
the new easy money policy of the Federal 
Reserve in reducing the bill rate, projected 
liberalization of Federal Reserve Bank redis- 
count facilities, the proposed government 
chaperoned system of Home Loan Bank and 
the bill introduced in Congress for a supple- 
mentary $150,000,000 Depositors’ Relief 
Corporation. 

Business in these United States has been 
running on flat tires so long that a bit of the 
right kind of inflation is highly desirable. 
Gilt-edged bonds—even government obliga- 
tions—securities of our most powerful cor- 
porations, real estate and all other values 
have been ruinously deflated below intrinsic 
values. The new Reconstruction Finance 
Corporation might well serve to turn on the 
ignition, and re-establish public confidence. 

President Hoover’s appointment of 
Charles G. Dawes as president of the new 
Reconstruction Finance Corporation is one 
of the best possible guarantees that this 
emergency organization will not be per- 
mitted to degenerate into an agency of 
hazardous inflation. Mr. Dawes, who re- 
cently announced his resignation as Ambas- 
sador to Great Britain, has made a success 
of every big job entrusted to him and he 
comes to his new task with the acumen of a 
trained banker and a masterful grasp of 
economic and financial problems. 
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1932 BECKONS TO NEW FIELDS OF 
TRUST SERVICE 

HE past year has disclosed new fields 

of usefulness and opportunity for 
expansion of trust service. The ex- 
treme hardships of business depression, 
collapse of market values and the severe 
mortality in banking, have created a psy- 
chology of public mind more fertile than 
ever before in which to instill an apprecia- 
tion of the qualities of protection and con- 
servation that inhere in sound trust adminis- 
tration. The record of 1931 is conclusive. 
Remarkable as it may seem, the official 
records fail to disclose the loss of a single 
dollar in the administration of billions of 
property and funds in trust estates in the 
custody of trust companies and banks, 
apart from unavoidable market shrinkage. 
In response to an inquiry conducted by 
Trust Companies there appear in this 
issue the official advices from bank super- 
visory authorities of the forty-eight states 
of the Union. It was sought to ascertain if 
any loss of trust or estates fund were in- 
volved during 1931 by reason of numerous 
bank failures or due to deliberate mis- 
management or malfeasance. With striking 
unanimity the replies convey the composite 
message: ‘The records of our banking de- 





partment do not show any losses to bene- 
ficiaries of trust or estate funds adminis- 
tered by trust companies and banks as 
fiduciaries.”” The same situation is true as 
to trust departments of national banks. 
With but trifling exceptions this record of 
immunity from loss in trust service and its 
safeguards against bank. failures, misman- 
agement and malfeasance, may be traced to 
the beginning of this century and as far 
back as official sources of information are 
available. The important lesson taught by 
last year’s developments is that the instru- 
ment of trusteeship, because of its flexible 
nature, is capable of unlimited extension 
into broader fields of economic, financial 
and social usefulness. It is primarily because 
the essentials and idea of trusteeship has 
not been more deeply implanted in banking, 
in financial promotion and all corporate 
management, that the nation is suffering 
such distress and loss of confidence. Not- 
withstanding the shrinkage in security and 
property values, the fact remains that those 
relying upon income from trust estates in 
the hands of trust companies and banks have 
been the most fortunate because of the care 
and ability with which trust investments 
are handled. Particularly worthy of note is 
the fact that trust assets have been unaf- 





MEMBERS OF INTERSTATE COMMERCE COMMISSION WHICH Is CALLED ON TO MAKE WEIGHTY 


DECISIONS AFFECTING RAILROAD RATES AND REGULATIONS 
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fected by bank failures and in the rare in- 
stances where trust business was involved, 
as for example, in the failures of the Bank 
of United States in New York and the Bank 
of Pittsburgh, N. A., there have been no 
losses involved and trust obligations are 
being handled without interruption. 
oo > 


NEW RECORDS IN TRUST 
BUSINESS 


O all those diligently engaged in trust 
business the year 1932 beckons to 
new achievement. Although estate 
and investment values have depreciated in 
terms of current market quotations, it is 
significant that trust companies which 
steered their course bravely, have in nearly 
every instance acquired more new trust busi- 
ness and appointments than in more pros- 
perous previous years. Earnings from trust 
departments have contributed most sub- 
stantially to make up for contracted income 
in banking and other departments. Advices 
received from a number of trust companies 
located in various cities and sections of the 
country reveal in many instances record 
gains, especially in living trust appoint- 
ments, and custodianships. 

Evidence of substantial increase in trust 
business is forthcoming from states where 
official figures are available, as in Penn- 
sylvania, Massachusetts, Illinois, Cali- 
fornia, Delaware and others. In Phila- 
delphia alone, the year-end reports of six 
of the largest trust companies show an in- 
crease of $198,000,000 in trust funds and 
with aggregate trust funds held by all trust 
institutions in Pennsylvania approaching 
the five and a half billion dollar mark. Trust 
funds held by trust companies and banks in 
Illinois record an important gain over the 
$5,146,000,000 reported a year ago. In 
Massachusetts trust department assets 
scored a new high level with total of 
$926,000,000 last June 30, representing in- 
crease of $91,000,000. Delaware reports in 
the neighborhood of $300,000,000. New 
records were also made in most other states, 
notably in those where the bulk of trust 
business is centered. For the trust depart- 
ments of national banks the Comptroller of 
the Currency reported as of June 30, 1931, 
total individual trust assets of $5,241,000,- 
000, representing increase of 17 per cent 
over 1930. 


MORATORIUM ON RAILROAD 
BONDS AS LEGAL INVESTMENTS 


I S an emergency measure the legisla- 
A ture of New York has passed the bill 
which saves $5,748,000,000 par value 
of railroad bonds from going off the list of 
securities legal for savings bank and invest- 
ment of trust funds. The measure affords 
relief for trust companies. and banks as fidu- 
ciaries, because of the large volume of rail- 
road bonds now held in trust estates. Trust 
companies will now be given leeway in hold- 
ing railroad bonds and will not be faced by 
liability in exercising their discretion. With- 
out such relaxation fiduciaries would have 
been faced with the alternative of disposing 
of railroad bonds at sacrifice, or exposed 
to surcharges by the courts. 


The bill passed at Albany abrogates the 
requirement in Section 239 of the New York 
banking law, insofar as railway earnings for 
1931 are concerned and which requires that 
railroad bonds to be legal for trust or savings 
funds must have earned one and one-half 
times fixed charges for five out of the pre- 
ceding six years, including the last year. 
It is provided, however, that railroads must 
have paid matured principal and interest on 
their mortgaged and funded indebtedness 
and that the securities of a railroad which 
has defaulted during the past year or may 
default prior to April 1, 1923, in the pay- 
ment of matured obligations on mortgaged 
indebtedness, shall not be eligible for invest- 
ment. The moratorium on railroad bonds, 
as legal, is in effect up to April 1, 1933. 

The net operating income of railroads 
during 1931 was the smallest within thirty 
years. Earnings for November were as low 
as 1.68 per cent and for the first eleven 
months of 1931 averaged an annual rate of 
only 2.02 per cent on their property invest- 
ment. The financial plight of the railroads 
has been recognized at Washington where 
the new Reconstruction Finance Corpora- 
tion provides for financial aid through loans. 
Additional revenues of $100,000,000 for the 
current year are anticipated from the in- 
crease in freight rates authorized by the 
Interstate Commerce Commission. Wage 
reductions, which have been the subject of 
parleys at Chicago, will also effect substan- 
tial savings. Another resource is the pro- 
posed railroad credit pool sanctioned by the 
Interstate Commerce Commission. 
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SUPREME COURT ADMINISTERS 
DEATH-BLOW TO MULTIPLE IN- 
HERITANCE TAXATION 


ORPORATE fiduciaries are vitally in- 

C terested and welcome the recent 
epochal decision handed down Janu- 

ary 4th by the Supreme Court of the United 
States which, in effect, abolishes the evils 
and injustices attending the multiple tax- 
ation on intangibles of decedent estates in 
more than one state jurisdiction and which 
establishes for all States the principle of 
reciprocal inheritance tax exemptions which 
has been recognized through special enact- 
ment by a majority of the States. The de- 
cision was reached in the case of First Na- 
tional Bank of Boston, executor of the Estate 
of Edward H. Haskell, deceased, vs. State 
of Maine. The full significance and effect 
of this ruling is set forth in an article ap- 


pearing in this issue of TRust COMPANIES, 


A decision by the United States Supreme 
Court as to whether it would apply the 
maxim mobilia sequunter personam to shares 
of stock, like other intangibles, has been 
awaited with keen interest, especially by 
trust company people who have wrestled 
for years with the costly delays and inequi- 
ties occasioned by multiple State inheritance 
taxation of corporate stock. The final de- 
cision was foreshadowed by recent decisions 
of the United States Supreme Court, not- 
ably in Safe Deposit & Trust Co. vs. Virginia 
280 U. S. 83), Farmers Loans and Trust Co. 
vs. Minnesota (280 U. S. 204), Baldwin vs. 
Missouri (281 U. S. 586), Beidler vs. South 
Carolina Tax Commission, supra. 'The court 
now definitely establishes that all taxation 
should be predicated on the principle that 
real estate, tangible and intangible prop- 
erty may be taxed only by the jurisdiction 
of the situs. 

The facts which gave rise to the question 
in this latest decision are as follows: 

In 1924, Edward H. Haskell died testate, 
a resident of Massachusetts. The greater 
part of his property consisted of shares of 
stock in the Great Northern Paper Com- 
pany, a Maine corporation, having most of 
its property in that State. His will was pro- 
bated in Massachusetts, where the stock, 
as a part of his estate, had been made liable 
to an inheritance tax of like character to 
the inheritance tax in force in Maine. 

The Massachusetts tax amounted to over 
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$32,000 and was paid on legacies and distri- 
butive shares made up in greater part of 
the proceeds of the paper stock. Ancillary 
administration was taken out in a Maine 
probate court, and an inheritance tax, 
amounting to over $62,000, was assessed 
under the Maine statutes on the property 
passing by the will. Upon this amount the 
tax paid to Massachusetts was allowed as 
a credit, and an action of debt was brought 
to recover the balance. 


Upon an agreed statement embodying 
the foregoing facts, the case was referred 
for final decision to the Supreme Judicial 
Court of the State of Maine, sitting as a 
law court. That court rendered judgment 
for the State, holding that the shares of 
stock were ‘‘within its jurisdiction and there 
subject to an inheritance tax even though 
the owner was a non-resident decedent, re- 
gardless of whether the certificates of stock 
were at the time of the death in the State 
of the domicile or in the taxing State”; arid 
that the Fourteenth Amendment thereby 
was not infringed. 

In deciding that shares of stock, like other 
intangibles, constitutionally can be sub- 
jected to a death transfer tax by one State 
only the United States Supreme Court, in 
its ruling, read by Justice Sutherland, stated: 

“A transfer from the dead to the living 
of any specific property is an event single 
in character and is effected under the laws, 
and occurs within the limits of a particular 
State; and it is unreasonable and incom- 
patible with a sound construction of the due 
process of law clause of the Fourteenth 
Amendment, to hold that jurisdiction to 
tax that event may be distributed among a 
number of States.” 

“Tt is true there are such differences be- 
tween bonds and stocks as might justify 
their being placed in separate categories for 
some purposes. But, plainly, they may not 
be so placed for the purpose of subjecting 
a transfer by death of the former to a tax 
by one State only, a similar transfer of the 
latter to a tax by two or more States. Both 
are intangibles and both generally have been 
recognized as resting in contract, or, tech- 
nically, as “choses in action.” Hawley vs. 
Malden (232 U. S. 1, 12), Blodgett vs. Silber- 
man (277 U.S. 1, 14).” 

The extension of this doctrine of taxation 
is indicated by the weight attached by the 
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Supreme Court to the New York reciprocal 
statute, which makes no distinction as to 
intangibles by including deposits in banks, 
mortgages, debts, receivables, shares of 
stock, bonds, notes, credits, evidences of an 
interest in property, evidences of debt and 
choses in action generally. 

The court says, in conclusion, ““We do 
not overlook the possibility that shares of 
stock, as well as other intangibles may be 
so used in a State other than that of the 
owner’s domicile as to give them a situs 
analogous to the actual situs of tangible 
personal property. (See Farmers Loan 
Company case, supra, at p. 213.) That 
question heretofore has been reserved, and 
it still is reserved to be disposed of when, 
if ever, it properly shall be presented for 
our consideration.” 

& & & 
SAFETY OF TRUST FUNDS IN 
NATIONAL BANKS 


HE following letter received under 
date of January 8, 1932, from 

Comptroller of the Currency, J. W. 
Pole, testifies to the safety of trust funds 
administered by trust departments of 
national banks. Comptroller Pole writes to 
Trust ComPANIES Magazine: 

“Receipt is acknowledged of your enquiry 
as to whether losses have been sustained by 
trust department creditors owing to the clos- 
ing of national banks having trust depart- 
ments in 1931. 

“Vou are advised that the law is very spe- 
cific regarding complete segregation of trust 
assets from those of the banking department 
or a national bank. Before trust funds await- 
ing investment or distribution can be de- 
posited by the trust department in the com- 
mercial or savings department of a national 
bank, the bank is first required to deliver to 
the trust department as protection to such 
funds, United States Bonds or other readily 
marketable securities with a market value 
equal at all times to the amount of trust funds 
so deposited. 

“Comparatively few national banks admin- 
istering trusts closed during the period under 
discussion, and our records of those insti- 
tutions whose affairs have been fully liqui- 
dated, fail to disclose that beneficiaries have 
sustained losses, either through malfeasance 
or mismanagement of trust or estate funds 
confided to their care.’ 


COOLIDGE ON HOARDING 


ORMER President Calvin Coolidge 
administers a deserved rebuke to 
those people who are engaged in 
hoarding currency or withdrawing their 
funds from well managed banks. In an 


article published in the current issue of 
American Magazine, he says: 


“Banks are an absolute necessity for the 
transaction of business. If it were possible 
to conceive of all of them being closed, 
starvation would face most of us inside of 
ten days. * * * It is apparent that if their 
source of currency were cut off by people 
taking money out of banks and hoarding it, 
locking it up, or hiding it away, our banking 
system would soon become deranged and 
the whole nation would begin to suffer 
losses. Loans would have to be called, 
mortgages canceled, prices would fall, 
wages decline, credit would fail and a general 
panic would be produced. 

“While particular banks may become un- 
sound, we can feel adequately certain that 
our banking system as a whole will not 
become unsound. * * * Those who are 
engaged in hoarding currency are probably 
no safer as a class than those who keep their 
funds in the banks. They are injuring them- 
selves and everybody else. They are in the 
position of not taking their part of the risks 
of life and are trying to make themselves 
safe by letting others carry their risks for 
them.” 

Se a & 
TIME CONFIRMS THE JUDG- 
MENTS OF MORALITY 


HERE is good cheer and wisdom in 
New Year greetings extended by 

William P. Gest, chairman of the 
board of the Fidelity-Philadelphia Trust 
Company. He said in his message: 


“Now that the iridescent bubble has been 
squeezed, we may view things in their rightful 
colors. We may smile at the discoveries of 
the things that did not exist and the prophecies 
that have come to naught. The value of wealth 
lies in prudence and generosity and the value 
of its loss in the courage with which we bear 
it. Thus Time effaces the utterances of 
opinion and confirms the judgments of 
Morality. 

“With best wishes for a year renewed in 
hope and accomplishment.” 
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AMERICAN BANKING RETURNS 
TO SAFE MOORINGS 


AR more important than the suspen- 
sion of 2,302 banks during 1931 with 
net deposit liabilities of $1,580,- 
000,000, is the impressive demonstration of 
stability, resourcefulness and of accommo- 
dation to business and customers rendered 
by the great body of 20,000 well managed 
banks and trust companies guarding de- 
posits of over $50,000,000,000. Bank failures 
have been sensationally featured by the 
newspapers and current discussion. But 
little has come to the surface or has been 
said in tribute to the courage, the countless 
acts of service rendered to individuals, 
business concerns in distress and to financial 
stability in their respective communities, 
performed by solvent banks and trust com- 
panies as matter of daily routine under the 
most severe pressure that bankers of this 
generation have yet experienced. What 
deserves to be features is that failures in- 
volved but $1 out of each $60 on deposit; 
that payment on deposits by closed banks 
averaged over 80 per cent and that actual 
loss was but $1 in $300 on deposit. 
It is but logical that not only the entire 





CHARLES G. DAWES 


Who retires as United States Ambassador to Great Britain 
in order to assume presidency of the Reconstruction Fi- 
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banking, but also the Federal Reserve Sys- 
tem is under scrutiny and that practically 
every member of Congress and of state 
legislatures is seized with holy ardor to 
correct conditions by the alchemy of legis- 
lation. While these clamorings rend the 
atmosphere, the American banking fra- 
ternity is cleaning its own house and adapt- 
ing itself to principles of sound management. 
It is significant of the fundamental strength 
of American banking that dividend require- 
ments have in the main been met out of 
current earnings; that the proportion of 
quick and liquid assets has not been so large 
as at present in the past ten years and that 
managements have frankly accepted their 
losses by write-offs, large reserves for con- 
tingencies and economies of operation. 
Although there has been a large decline of 
deposits as indicated by a decrease of 
$3,400,000,000 during the year in a com- 
pilation of the one hundred largest banks 
and trust companies, and a decline of more ° 
than $3,000,000,000 in loans for reporting 
member banks alone, such contraction was 
not the result of hard-boiled pressure on 
borrowers. 


The important thing to bear in mind is, 





EUGENE MEYER, JR. 


Governor of the Federal Reserve Board, who has been ap- 
pointed chairman of the two billion dollar Reconstruction 
Finance Corporation 
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as Comptroller of the Currency J. W. Pole 
states, that the problem presented is one of 
survival of the small banks which have been 
forced to the wall by changed economic con- 
ditions. He gives figures showing that since 
1920, 60 per cent of suspensions were among 
small banks with capital of $25,000 or less, 
while banks in larger cities, having capital 
of $1,000,000 or over, have contributed only 
about four-tenths of one per cent to the 
total number of failures recorded. This 
brings up the issue of branch banking which 
will doubtless be aired at the present session 
of Congress with proposals by Comptroller 
Pole and favored by other administration 
leaders that national banks be given the 
privilege of conducting branches within 
“economic areas” and disregardful of state 
lines or the laws of states regarding branch 
banking. It is also worthy of note that only 
one-sixth of the number of bank failures 
recorded last year were among banks having 
membership in the Federal Reserve Sys.em. 

There were two other significant develop- 
ments in the banking situation last year. 
One was the tendency on the part of large 
banks to either sever their relations with 
security affiliates or materially reduce the 
scope of investment operations. This means 
a more wholesome return to the proper 
functions of commercial banking. Another 
interesting development is the large number 
of consolidations, especially among compet- 
ing banks in smaller communities, which 
must also be regarded with satisfaction and 
as strengthening the banking structure. 

oo 


GLASS BANKING BILL 


MPORTANT provisions of the bank- 
TY ing bill sponsored by the Glass sub- 

committee of the Senate Banking 
Committee, introduced in Congress, include: 
branch banking for national banks where 
state laws permit; establishment of liquida- 
ting organization for closed member and 
non-member banks; prohibition of Reserve 
Bank funds for speculative purposes; open 
market operations of Federal Reserve con- 
trolled by a committee; borrowing from Re- 
serve by banking groups on joint notes se- 
cured by general assets; group banking and 
investment affiliates restricted; supervision 
affecting foreign loans; prohibiting brokers’ 
loans by others and removal from Reserve 
Board of the Secretary of the Treasury. 


STATUTE UPHELD 


HE Federal Court for the Western 
District of Missouri recently upheld 
the constitutionality of the Missouri 
inheritance tax law which provides for 
determination of taxability and levy of the 
tax by the probate court whose judge re- 
ceives a fee of 214 per cent of the tax col- 
lected. The case involved was that of De 
Pauw University vs. Treasurer of Missouri. 
Here a testator bequeathed the residue of 
his estate to the Fidelity National Bank 
& Trust Company in trust for De Pauw 
University. The action grew out of efforts 
to collect an inheritance tax on this bequest. 
The procedure for determining inheritance 
tax liability in Missouri is somewhat un- 
usual. The probate court of the, county 
where the estate is administered is given 
jurisdiction to determine the taxability of 
all bequests and the total amount of the 
tax due. Two and one-half per cent of the 
tax goes to the probate judge as his fee. 
Since the statute specifically exempts be- 
quests for religious and educational pur- 
poses, it was contended by the trustee that 
the probate court had no jurisdiction to de- 
termine such liability, and when such right 
of determination carried with it a pecuniary 
interest in the amount of tax levied, a situ- 
ation was created which would possibly de- 
prive the beneficiary of property without 
due process of law. The court, however, 
pointed out that while bequests of this 
character were in fact tax-exempt, it was 
proper for Missouri to authorize its courts 
to perform the administrative function of 
determining clearly that the bequest was, 
in fact, tax exempt. The pecuniary interest 
of the court, it was held, was no more inimi- 
cal to the Fourteenth Amendment than the 
common practice of authorizing petty courts 
to retain as fees a portion of fines assessed. 
Se & 
MID-WINTER TRUST CON- 
FERENCE 


OPICS of vital and current interest 
to Trust people will be authoritatively 
discussed at the approaching annual 
Mid-Winter Trust Conference to be held 
at the Hotel Commodore in New York City, 
February 16th to 18th inclusive, under the 
auspices of the Trust Division of the Amer- 
ican Bankers Association. 
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RECONCILIATION BETWEEN 
TRUST COMPANIES AND 
LEGAL PROFESSION 


HE year 1932 should witness the per- 
manent establishment of mutually 

acceptable and enlightened relations 
between trust companies and the legal pro- 
fession in matters affecting legal practice 
and the proper performance of fiduciary 
responsibility. In voicing this expectation 
there is reason to assume that the fair- 
minded members of the American Bar Asso- 
ciation and of the legal fraternity in general, 
are pledged to the principle of cooperative 
endeavor. Their attitude is making itself 
manifest in discountenancing antagonisms, 
radical legislative measures, injunction, quo 
warranto proceedings and vicious criticisms 
prompted by groups or individuals. 

The line of demarcation between practice 
of law and fiduciary administration has be- 
come more clearly recognize. Experienced 
trust companies which administer the bulk 
of fiduciary business, have clearly disavowed 
and scrupulously refrain from the practice of 
law. In the twilight zone where it is scarcely 
possible to distinguish where legal and 
fiduciary responsibility begin or end, the 
sound practice that generally govern cor- 
porate fiduciaries, was frankly stated by 
Merrell P. Callaway of the Guaranty Trust 
Company of New York, in his masterful 
address before the last annual meeting of 
the American Bar Association. This called 
forth approving comment from leaders of 
the Bar, including the chairman and mem- 
bers of the Special Committee on Un- 
authorized Practice of the Law of that 
Association. In its firm accent of the high 
concepts which control corporate fiduciary 
administration, the invaluable services of 
safety and efficiency with which trust com- 
panies safeguard estates and trusts, the 
address entitled ‘Watchman, What of the 
Night ?” delivered by President Hennings 
of the Trust Division of the American 
Bankers Association at the recent Pacific 
Coast trust conference, has likewise stimu- 
lated the mutual feelings that should 
prevail. 

While the epidemic and seemingly con- 
certed nationwide attack upon trust compa- 
nies has dwindled to isolated and sporadic 
flares in a few cities and sections of the 
country, the past year brought forth a 





COMPANIES 








9 


promising number of additional agreements 
voluntarily entered into between local asso- 
ciations of corporate fiduciaries and bar 
associations. In communities and states 
where vociferous minorities in the legal pro- 
fession persist in threatening legislative or 
judicial attack, the influence of the Ameri- 
can Bar Association in urging cooperation, 
may be expected to become more potent. 


- °, 
a & & 


THE LATE JULIUS ROSENWALD’S 
PHILANTHROPIC CODE 


iT Fo death of Julius Rosenwald brings 


to a close the career of one of 

America’s greatest Jewish philanihro- 
pists, who began as a clothing dealer on the 
East Side in New York and amassed a large 
fortune as a pioneer in the mail order house 
business. His varied benefactions through 
the Julius Rosenwald Fund are estimated 
at over $70,000,000. In his will, after pro- 
viding for his five children, Mr. Rosenwald 
made provision for a gift of $11,000,000 to 
the Rosenwald Family Association, a chari- 
table organization incorporated shortly after 
his death. 

Mr. Rosenwald had his own ideas regard- 
ing philanthropic bestowals. His creed is 
set forth in a statement criticising ‘““endow- 
ments in perpetuity” in which he said: 

“My experience is that trustees controlling 
large funds are not only desirous of conserving 
the principal, but even adding to it from sur- 
plus income. I am not in sympathy with this 
policy of perpetuating endowments. I believe 
more good can be accomplished by expending 


funds as trustees find opportunties for con- 


structive work instead of storing up large sums 
of money for long periods. Coming generations 
can be relied on to provide for their own needs 
when they arise.” 

oo ¢ 


STATE COURT UPHELD ON TRUS- 
TEE-SUCCESSION 


HE decision of the Supreme Court of 
Georgia holding that a national bank 

upon its consolidation with a State 
bank in Georgia does not succeed to the 
trust of the State bank as the administrator 
of an estate will not be reviewed by the 
Supreme Court of the United States. A 
petition for review of the case of First 
National Bank and Trust Company in 
Macon vs. Stevens, was denied on January 11, 
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DECREE OF COURT DEFINES 
LAWYER-TRUST COMPANY 
RELATIONS 


FamiETTLEMENT of controversy be- 
S| tween trust companies and lawyers 
by means of court decree, based upon 
mutual agreement and consent of both 
parties. That is the latest important de- 
velopment in the widespread campaign 
waged by bar associations against the un- 
authorized and alleged practice of law by 
laymen and corporations. On December 22, 
1931, a decree was entered and ordered by 
the Court of Common Pleas of Cuyahoga 
County, Ohio, which for the first time sets 
forth judicially and by mutual consent what 
trust companies may or may not do in 
attending to legal duties incident to the 
administration of estates, trusts and as 
escrow agents. The decree governs fidu- 
clary activities of the leading trust com- 
panies of Cleveland, which were represented 
as defendants by counsel. It was approved 
on the theory that lawyers and the trust 
companies, as corporations, are subject to 
judicial control and discipline. 

Under this decree the officers, directors, 
agents and employees of the defendant 
trust companies are perpetually enjoined 
from doing any of the following acts, to wit: 

“IT IS THEREFORE ORDERED, AD- 
JUDGED AND DECREED, both parties by 
their counsel being present and consenting, 
that the defendant, The Cleveland Trust Com- 
pany, (The Union Trust Company), (The 
Guardian Trust Company), its officers, direc- 
tors, agents and employees, be, and they are 
hereby, perpetually enjoined in the conduct 
of the business of the defendant from doing any 
of the following acts, to wit: 

“(1) Advertising that the defendant main- 
tains a Legal Department in such manner as 
to hold out to the Public that it engages in the 
practice of law; soliciting business under 
representations that the defendant furnishes 
legal service or legal advice. 


“(2) Advising persons as to their legal 
rights in the administration of a trust in which 
they are interested, where a conflict exists 
between such persons and the trustee or be- 
tween persons interested in the same trust, 
unless such persons shall be represented by an 
independent attorney at law, as representative 
of a party interested, other than the defendant. 

“(3) Submitting, to patrons or prospective 


patrons, specimens or drafts of wills, codicils 
or trust agreements, (excluding revocable agree- 
mients creating trusts for the sole benefit of the 
maker), which name the defendant as executor 
or trustee, without, in each such case, requiring 
every such document, prior to its execution and 
acceptance by the defendant, to be submitted 
to an independant attorney at law, as repre- 
sentative of a party interested, other than the 
defendant. 

“(4) The preparation of any will in which 
the defendant is not named as executor or 
trustee, and the preparation of contracts, 
leases, deeds, mortgages, releases or other 
similar legal documents to which the defendant 
is not a party or has no direct or primary 
interest therein. 

“(5) Drafting, preparing or proposing, for 
other, corporate records, or advising on legal 
matters appertaining to corporate manage~ 
ment or procedure, in matters wherein the 
defendant has a direct interest or is a party, 
without in each such case recommending the 
procurement of legal advice from an ide- 
pendent attorney at law, as representative of a 
party interested therein, other than the 
defendant. 

“(6) Drafting, preparing or proposing cor- 
porate records, or advising on legal matters 
appertaining to corporate management or pro- 
cedure, in matters in which the defendant is not 
acting on behalf of itself or has no direct or 
primary interest therein. ; 

“(7) Preparation of escrow instructions, 
naming the defendant as escrow agent, where 
no prior written agreement has been executed 
by the parties, and/or the preparation of 
written escrow instructions requiring profes- 
sional legal skill in setting forth the rights and 
liabilities of parties thereto, unless, before 
acceptance, such escrow instructions are sub- 
mitted to an independent attorney at law as 
representative of a party thereto, other than the 
defendant, excluding, however, escrow instruc- 
tions which, in addition to provisions neces- 
sary for the protection of the defendant as 
escrow agent, merely provide for the receipt and 
delivery of executed instruments, property 
and/or the disbursement of money upon the 
happening of a stated event or events. 

The decree further stipulates that the 
defendant trust companies may perform all 
acts and matters in their fiduciary capaci- 
ties that a layman may lawfully do and 
exercise of all rights and duties imposed by 
charter and laws of the state. 
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HAZARDS IN EMERGENCY BANKING AND FINANCIAL 
LEGISLATION 


OPPORTUNE TIME FOR CONSTRUCTIVE REFORMS IN OUR 
MONETARY SYSTEM 


EDMUND PLATT 


Vice-president, Marine Midland Corporation of New York and former Vice Governor of the Federal 


eserve Board 





(Epitor’s Note: Mr. Platt utters timely words of caution as to dangers which lurk 
in hastily prepared emergency legislation designed to rescue the nation from depression 
and to relieve the banking and frozen credit situation. He gives expression to the concern 
entertained in conservative banking circles because of legislative proposals, the hasty enact- 
ment of which might aggravate the present situation by reliance upon unlimited borrowing 
and inflationary measures. The newly created Reconstruction Finance Corporation, if 
successful in its initial operations, may help to break the vicious circle of hoardiny,, 
according to Mr. Platt. He urges, however, that this is an opportune time to introduce 
reforms in banking and the flow of credit that are of a more enduring and fundamental 
nature. He directs particular attention to the need of a broader bill market, introduction 
of term settlements on the Stock Exchange and safeguards against diversion of funds into 





speculative channels. ) 





HE people of the United States—and 

it is in some measure true of other 

people—seem unable to make progress 
in financial legislation except under stress 
of serious emergencies and there is always 
danger that legislation enacted under such 
circumstances may be unwise rather than 
progressive. It is much easier to get a 
hearing with the general public for some 
spectacular project which looks like a short- 
cut to prosperity than it is for the enactment 
of laws that safeguard the future by pre- 
venting unwise expansion and building up 
sound policies. It might be better on the 
whole to postpone all legislative enactments 
relating to banking and other financial mat- 
ters until such time as they could be con- 
sidered dispassionately and without the spur 
of the emergency—but that would probably 
mean either that nothing would be done or 
long postponement. 


Flood of Bills in Congress 

There is just now naturally a flood of 
bills in Congress whose authors appear to 
believe they would rescue us from the pres- 
ent depression in business and even guaran- 
tee us against future depression. One of the 
bills introduced requires the Federal Reserve 
System to be so operated as to restore the 
price level of 1926, entirely oblivious to the 
fact that artificial efforts to restore prices 
or to maintain prices have never been suc- 
cessful in the past. The price level of 1926 





is gone and can’t be brought back. The sooner 
we forget it and adjust ourselves to a lower 
level the sooner we shall recover from busi- 
ness stagnation. 

Another measure, introduced by a very 
prominent New England Senator, David I. 
Walsh of Massachusetts, provides for a tem- 
porary issue of currency “to supply the 
vacuum produced by hoarding and by frozen 
assets.” This measure would authorize the 
Secretary of the Treasury to have United 
States Treasury notes printed which any 
bank, corporation or citizen could obtain by 
depositing United States bonds, receiving 
from the fund 90 per cent of their face value. 
The bill provides that the bonds could be re- 
deemed in twelve months by repaying the 
amount borrowed with 5 per cent interest. 
Inasmuch as any member bank holding 
United States bonds can borrow on them at 
the Federal Reserve banks on paying 3% per 
cent interest, it is a little difficult to see how 
such a plan could accomplish anything. Banks 
and individuals who own United States bonds 
have no great difficulty in obtaining cur- 
rency. It would be more to the point to 
advocate a temporary currency based on 
other sound bonds—such for instance as the 
bonds on which the Vreeland-Aldrich cur- 
rency was based in 1914. 

Most of the plans proposed in Congress, 
including the Reconstruction Finance Cor- 
poration which will presumably have been 
enacted into law by the time these lines ap- 
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pear in print, depend upon the further sale 
of government bonds to obtain funds, and 
the question recently asked by Walter Lipp- 
man is pertinent: “How can the government 
help the banks if it has to borrow huge sums 
from the banks to pay its own expenses?” 


Breaking the Vicious Cycle 


Government expenses, of course, should be 
radically reduced even if this requires a re- 
duction in Government salaries and wages. 
The government, however, can help the banks 
to some extent even if it must obtain most 
of the funds through the sale of bonds to 
the banks, due, of course, to the fact that 
there are plenty of banks which still have 
funds that could be invested in government 
bonds and will be so invested if the coupon 
rates are made sufficiently attractive. 

There are also plenty of idle funds in 
hoarding. Whether these can be attracted 
to government bonds will depend somewhat 
on whether the initial operations of the Re- 
construction Finance Corporation are sufli- 
ciently successful to restore confidence in 
neighborhoods where it is now lacking. If 
the plan is successful the whole vicious cycle 
may be broken and funds may return to 
banks and to investment in the many security 
bargains offered with some rapidity. It is 
just as well, however, to expect merely or- 
derly progress in reconstruction and restora- 
tion of confidence and to utilize the interest 
in the general subject to obtain some re- 
forms that will be permanent. 


Something Fundamentally Wrong With Our 
Banking System 

The Comptroller of the Currency, Mr. Pole, 
has very ably recommended banking re- 
form along lines that would prevent recur- 
rence of the breakdown of rural banking, and 
Senator Carter Glass has incorporated at 
least a part of these recommendations in the 
bill on which his sub-committee has been 
working. Both the Secretary of the Treasury 
and the President of the United States have 
given support to Comptroller Pole’s recom- 
mendations advocating an extension of 
branch banking. 

One looks in vain in the annual message 
of Governor Roosevelt for any evidence of 
support so far as the State of New York is 
concerned. New York should be foremost in 
advocating the only remedy for bank fail- 
ures which has succeeded in other countries 
but has never yet been given an adequate 
test in this country. The contrast between 
the two thousand bank failures in the United 
States in 1931 and the fact that Canada had 
none, although substantially the same general 


economie conditions have prevailed in 
Canada as have prevailed in the United 
States, should be convincing evidence that 
there is something fundamentally wrong with 
our banking system by comparison with the 
Canadian system and by comparison with the 
system in operation generally speaking in 
other commercial countries. 


Banking Reform and Reserve 

One of the banking reforms recently put 
forward by a committee appointed by the 
Federal Reserve Board has relation to bank- 
ing reserves—a radical change in the pres- 
ent law with relation to reserves. This re- 
port attracted some attention and comment 
when it was first put out but seems to have 
been obscured or possibly sidetracked by 


more spectacular or more imperative emer- 


gency measures. It is, however, a_ well 
thought out proposition and would I believe 
if enacted into law prove a substantial con- 
tribution toward better banking and toward 
the prevention of over-speculation. 

It does away with the distinction between 
time and demand deposits so far as reserves 
are concerned and would, therefore, do some- 
thing towards preventing the scramble for 
deposits by offering high interest rates, and 
it bases reserves partly on turn-over of funds, 
i. e. debits to accounts, so that reserves re- 
quired would be highest in times of specula- 
tion and lowest in times of depression such 
as the present. Every bank would carry 
as a basic reserve 5 per cent of its net de- 
posits, whether time or demand deposits, and 
would in addition carry reserves of 50 per 
cent of its average daily debits. 

Criticism has been made that this would 
very greatly increase the reserve require- 
ments of some of the downtown New York 
banks at a time of considerable business and 
speculative activity to the point of being too 
burdensome, but the report itself suggests 
that means might be found of lessening some 
of this turn-over and one naturally wonders 
whether the enactment of these reserve re- 
quirements might not hasten the adoption of 
some of the recommendations put forward by 

aul Warburg in his chapter, entitled “‘Look- 
ing Forward,’ with relation to employment 
of funds in stock exchange loans. 


Dangers Arising from Call Money Market 

Mr. Warburg is as strongly in opposition 
to concentration of the country’s unemployed 
funds on the New York Stock Exchange as 
Senator Glass is and has repeatedly advo- 
eated the adoption of term settlements. If 
such a system had been developed, he says, 
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“a substantial portion of the billions of dol- 
lars now employed on the stock exchange 
would have been invested in fortnightly loans, 
instead of being put out ‘on eall’; and ‘call 
money’ thus might have been encouraged to 
seek a more active employment in the dis- 
count markets.” 

Mr. Warburg declared, in this chapter of 
his book which was written in 1927, that 
“The present condition is fraught with grave 
dangers for the banks, as well as for the 
stock exchange itself. It is impossible to 
believe that a country excelling in business 
acumen will permanently submit to the haz- 
ards of a system that perpetuates the wastes 
and risks involved in carrying a structure 
of many billions of dollars of loans callable 
and renewable from day to day. While the 
Reserve System is not directly connected 
with, nor responsible for, the operations of 
the stock exchange, it could not be unaffected 
by a tottering of this Colossus that keeps on 
growing from year to year.” In view of 
what happened in the fall of 1929 this sounds 
almost prophetic, and Mr. Warburg suggests 
a remedy. Inasmuch as Senator Glass is 
seeking to accomplish the same thing, his 
sub-committee might well give consideration 
to the remedy suggested in Mr. Warburg’s 
book. He says: 


Remedy Suggested by Paul Warburg 


“The country must have a wide and freely 
used bill market if it is ever to enjoy as 
perfect a banking system as that to which it 
is plainly entitled. If fourteen years of 
practical operation under the Federal Re- 
serve Act have not been able to evolve such 
a market as an outgrowth of the banks’ 
voluntary action, for the reason that the 
hands of those willing to act in the public 
interest are tied by those who take a nar- 
rower and more selfish point of view, then, 
no matter how intensely one may abhor 
‘banking by law,’ a recommendation would 
seem warranted to make it mandatory upon 
the banks to create a bill market. 

“This could be done by providing that any 
member bank investing its funds—directly 
or through correspondents—in call loans on 
a stock exchange should set aside an amount 
equal to a given proportion of the funds so 
employed and invest the amount so withheld 
in eligible acceptances or loans thereon. In 
other words, against call loans on the stock 
exchange, banks would carry a secondary 
reserve in the bill market, a reserve, however, 
that would bear interest and could be aver- 
aged over the year. Similarly, member banks 
making call loans on the stock exchange ‘for 
account of others’ would be required to with- 
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hold a given proportion of the funds to be 
so loaned out, treating the amount so set 
aside as a balance to be invested by them in 
eligible acceptances or loans thereon. 

“In order to avoid any embarrassment that 
might follow from the imposition of such a 
legal provision, the law might stipulate only 
the maximum percentage that might be re- 
quired to be so invested, while the Reserve 
Board, in consultation with the reserve banks, 
might be given power to fix the minimum at 
its own discretion. Thus, by the Board’s set- 
ting this minimum at a very modest per- 
centage, a withdrawal of funds from the 
stock exchange could be carried through 
quite gradually without creating any com- 
motion and no greater amounts would be 
withdrawn than the bill market in practical 
operation would be capable of absorbing. In- 
asmuch as in many parts of the country pur- 
chases of acceptances and loans thereon could 
often be made in the districts where the 
banks with the funds to be lent or invested 
are located, it may be confidently assumed 
that some discount markets, larger or small- 
er, aS the case might be, would then develop 
outside of New York. Money in larger vol- 
ume might thus find employment in its home 
market, as the writers of the Federal Reserve 
Act had in mind.” 


(Continued on page 110) 
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A! the beginning of each year those of us who devote time, thought and effort 


to the administration of property entrusted to our care, should renew our faith 
in the safety and integrity of trust institutions. Notwithstanding depressed business 
conditions, we have moved forward in a solid phalanx during the past year. We have 
successfully weathered the New Era and the Blue Chip stock period. We have more 
firmly established the fact that, notwithstanding changes in institutions and personnel, 
trust funds are universally held, privately and publicly through duly constituted officials, 
to be sacred funds segregated and held inviolate for the benefit of those protected by Trust 
Instruments. 











Trust officials approach their duties with a spirit of service and cooperation with 
their fellow men, with the knowledge that their policies, decisions and practices must 
be sound and that these qualities are not intuitive, but must be gained by serious study, 
hard work and experience. To apply property faithfully in accordance with the confi- 
dence reposed in us, we must be thoroughly equipped mentally and physically so to do. 








At this time it is most important to impress upon financial institutions which con- 
template establishing Trust Departments that it is unwise to embark upon this venture 
without a full realization that the burden assumed is not a light one; that there is 
no royal road to success in this field in which business and social problems perplex 
the veteran. The safe investment of trust funds calls for the highest quality of intelli- 
gent investment ability, aided by statistical service of a high order. If great care is not 
exercised, the administration of trust accounts will be fruitful with anxiety. To the 
credit of trust men it may be said that the success attained throughout the years is the 
result of sound integrity, broad sympathy, and a deep understanding of human nature. 


The time has arrived, and the public will decide whether or not the corporate trust 
Staff lawyer shall be permitted to perform such service as may be incident to the exercise 
of trust functions without the imposition of rules with which it is not concerned. The 
conservative members of the bar know that trusts are not created by morons or children, 
but by people who have accumulated and preserved property and know to whom and the 
manner in which it shall be given, and the agency through which their wishes shall be 
carried into effect. 



















We know that every trust man throughout the United States will so conduct himself 
during this year that he can well say: ‘I have fought a good fight, I have kept the faith.”’ 
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INTEGRITY OF 
TRUST ADMINISTRATION 
REAFFIRMED 


NO LOSS OF TRUST FUNDS DURING 1931 BY REASON 
OF BANK FAILURES, MALFEASANCE 
OR MISMANAGEMENT 


(Official advices from State Banking Authorities) 























(Epitor’s NOTE: Official advices are presented herewith from the banking super- 
visors and authorities of the forty-eight states of the Union, in answer to letters of inquiry 
from Trust COMPANIES. These confirm with practical unanimity that not a dollar of 
trust or estate funds committed to the care of trust companies and banks as trustee, 
executor, administrator, etc., has been lost during the past year due to the failure of 
banks, malfeasance or mismanagement as distinct from market depreciation of securities. 
This exhibit is most significant in view of the fact that there were more than two thou- 
sand bank failures during 1931. In the relatively few instances where such failures in- 
volved trust department assets the official examinations have revealed that fiduciary 
funds and property have been amply protected in accordance with safeguards prescribed 
by law. The assurance is forthcoming that where liquidation of bank assets is necessary . 
the trust assets are guarded against possible loss by reason of preferred creditor status, 
capital liability and segregation. This admirable record should serve to dispose of any 
public misapprehensions that might have been erroneously caused by the misuse of the 
title of “Trust Company” frequently appearing in the banking mortuary lists. A letter 
from Comptroller of the Currency Pole likewise gives a “clean slate” to trust departments 


of national banks.) 


Alabama 


H. H. Montgomery, Superintendent of Banks, 
State of Alabama, Montgomery, October 
12, 1931: 

“Your letter of October 7th received in 
further reference to the subject of trust 
funds, which might have been held by banks 
that have gone into liquidation. In reply 
wish to advise that since January 1931 I do 
not know of any losses that have occurred, 
affecting trust funds in the hands of banks 
which have gone into liquidation. Trust 
funds, as a usual thing, held by state banks, 
are not intermingled with other assets. There- 
fore, there is very little chance of a loss oc- 
curring.” 


Arizona 


James B. Button, Special Deputy Superintend- 
ent of Banks, State of Arizona, Phoenix, 
November 25, 1931: 

“In answer to your letter of November 
13th, will say that the records of this de- 
partment do not show that beneficiaries of 
estate or trust funds have suffered any loss 
due either to failure, malfeasance or mis- 
management in trust companies in Arizona. 
For that matter the records of the depart- 
ment do not show that there have been any 
failures in trust companies.” 





Arkansas 
R. C. Dickinson, Assistant Commissioner of 

Banking of the State of Arkansas, Little 

Rock, October 12, 1931: 

“Referring to your recent letter, there is 
nothing at this time to add to my former 
statement relating to losses of fiduciary funds 
in failed banks and that our records, so far, 
show no losses to beneficiaries of trust or 
estate funds due to failure of banks or mal- 
feasance on the part of the bank’s officers or 
employees. The liquidation of many of the 
banks that closed last year has not proceeded 
far enough to determine finally in every case 
whether or not there will be any losses of 
this class of funds. As I stated previously, 
where trust funds come into possession of 
trust companies acting in the capacity of 
trustee, executor, etc., such funds as a rule 
are immediately reinvested and set aside so 
that they are readily identified in case the 
trust company should fail. For that reason 
there is very little money on deposit in a 
trust company for which it is acting in a 
fiduciary capacity.” 


California 


Joseph A. Crumb, Supervisor of Research 
and Statistics, State Bank Department of 
California, San Francisco, Oct. 20, 1931: 
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“We are pleased to inform you that Cali- 
fornia’s fine record of no losses to benefici- 
aries of estate or trust funds administered 
by trust companies and banks has been con- 
tinued to date. Only a few banks have failed 
in this state since November 3, 1930, and 
none of these maintained a trust department.” 


Colorado 


Grant McFerson, Bank Commissioner of the 
—_ of Colorado, Denver, November 21, 
“Relative to the subject of your inquiry of 

November 17th, permit me to advise that 
during the past year there have been no 
losses through any trust company matters 
in state banks of Colorado. During the 
several years of liquidation in Colorado, the 
institutions closing were chiefly from smaller 
banks in outlying districts and very few of 
them had trust powers.” 


Connecticut 


R. Gordon Baldwin, Deputy Bank Commis- 
sioner, State of Connecticut, Hartford, Oc- 
tober 9, 1931: 

“In reply to your recent inquiry, pleas® 
be advised that while it has been necessary 
to close a few additional banks since our 
letter to you of October 28, 1930, it does not 
appear at this time, however, that there 
should be any losses to the beneficiaries of 
the trusts due to failure or malfeasance on 
the part of these closed institutions.” 


Delaware 
Harold W. Horsey, Bank Commissioner of 

the State of Delaware, Dover, October 9, 

1931: 

“In reply to your letter of October 8th I 
may supplement my previous statement that 
we have no record of any loss to beneficiaries 
of estate or trust funds where such estates 
or trusts have been administered by trust 
companies and banks in Delaware by saying 
that no bank failures have occurred nor 
losses sustained of a fiduciary nature since 
my previous advice of October 28, 1930.” 


District of Columbia 

J. W. Pole, Comptroller of the Currency, 

Washington, D. C., October 23, 1931: 

“In response to your recent request, ask- 
ing whether or not the District of Columbia 
has maintained its place among the states 
which record no official losses of fiduciary 
funds held by trust companies or banks by 
reason of failures, you are advised that no 
such failures have occurred and the District 
of Columbia’s notable record of having a 


clean slate in the administration of trust 
and estate funds by trust companies and 
banks, continues unimpaired.” 


Florida 


Ernest Amos, Comptroller, State of Florida, 

October 12, 1931: 

“Since writing you under date of November 
5, 1930 on this subject there has only been 
one trust company to wind up its affairs and 
this particular company may show some loss 
to trust depositors. Further losses from 
other companies, if any, are yet to be ascer- 
tained.” 


Georgia 


A. B. Mobley, Superintendent of Banks of 
the State of Georgia, Atlanta, October 
19, 1931: 

“There have been four state banks in 
Georgia to close since my previous advice 
of November 13, 1930, which exercised trust 
powers. In each of these cases the handling 
of trust accounts was very limited. There 
will be no loss to beneficiaries of estate or 
trust funds as a result of these failures. I 
believe I am justified in reaffirming my pre- 
vious statement that no trust accounts have 
ever suffered in Georgia as a result of the 
failure of state banks and trust companies.” 


Idaho 


Ben Diefendorf, Commissioner of Finance, 
State of Idaho, Boise, October 17, 1931: 
“Tdaho still maintains its place among the 

states which record no loss of fiduciary funds 
held by trust companies or banks, The trust 
funds of the State of Idaho have not reached 
into the trust assets or have not in any way 
jeopardized the trusts.” 


Illinois 


Oscar Nelson, Auditor of Public Accounts, 
State of Illinois, Springfield, November 13, 
1931: 

“Relative to your recent letter, please be 
advised that there has been no loss to any 
beneficiaries of estate or trust funds where 
these have been administered by trust com- 
panies or banks qualified to accept trusts 
even though some of these banks have 
closed.” 


Indiana 


Luther F. Symons, Bank Commissioner of 
the State of Indiana, Indianapolis, Novem- 
ber 23, 1931: 

“In view of the fact that we had reported 
to you no losses in trust estates since our 
previous advice of November 1, 1930, the 
writer naturally presumed that you would 
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conclude that there have been no such losses 
since that time, which there have not.” 


lowa 

Carl Trent, Chief Examiner Department of 

Banking of lowa, Des Moines, Oct. 16, 1931. 

“Your inquiry relative to losses or threat- 
ened losses to beneficiaries of trusts in banks 
which have closed since November, 1930, is 
noted, and we are pleased to state that ad- 
vices from the receivership branch of this 
department indicate that no losses have been 
sustained and that in all probability none 
will accrue in this department of our closed 
institutions. As stated in a previous letter, 
trust funds in this state are preferred over 
deposits and we do not anticipate any losses 
to beneficiaries due from banks now in liqui- 
dation.” 


Kansas 

T. J. Rhodes, Assistant Bank Commissioner 

of the State of Kansas, December 14, 1931: 

“We beg to advise that the records of the 
State Banking Department of Kansas show 
no loss to beneficiaries of estates or trust 
funds where such estates or trusts were ad- 
ministered by trust companies and state 
banks due to failures or mismanagement.” 


Kentucky 
J. C. Pickerill, Deputy Banking Commission- 
er, Kentucky, December 12, 1932: 

“I wish to state that our records do not 
show that any estates or trust funds have 
suffered any The Louisville Trust 
Company, which you mentioned in your let- 
ter, has reopened and all trust funds and 
estates have been taken care of. We there- 
fore think that we are justified in making 
the statement that no estate or trust funds 
administered by trust companies or banks 
have had any losses due to the failure of 
any bank in this state under our supervision.” 


losses. 


Louisiana 
O. H. Pittman, Chief State Bank Examiner, 

New Orleans, December 3, 1931: 

“We are pleased to advise that there have 
been no losses to beneficiaries of estate or 
trust funds administered by trust companies 
in this state during 1931. There have been 
only four failures of banks in Louisiana this 
year, all of which were small institutions and 
only one of which was authorized to do a 
trust company business, but has practically 
no business of this nature.” 


Maine 


Sanger N. Annis, Bank Commissioner of the 


State of Maine, Augusta, October 12, 1931: 
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“Since our previous advice of November 
1, 1980, there have been no failures of state 
banks or trust companies involving trust 
assets. We have had no bank failures in 
this state since March, 1927. It can be re- 
affirmed that we know of no instance in 
this state where the beneficiaries of a trust 
or an estate handled by a trust company has 
suffered loss by reason of malfeasance or 
deliberate mismanagement.” 


Maryland 


George W. Page, Bank Commissioner of the 
State of Maryland, Baltimore, Oct. 13, 1931: 
“In reply to your question, I would say 

that there has been but one failure of ¢€ 
trust company in Maryland, namely that oi 
the Central Trust Company which came intc 
my hands as receiver on September 2d. 1 
would refer you to Section 48 of the Bank- 
ing Laws of Maryland which states that 
“Upon the dissolution of any such company 
by the legislature, court or otherwise, or in 
case of its insolvency, all debts or liabilities 
due or owing by such corporation in any of 
said fiduciary capacities, shall be preferred 
in the distribution of the assets of such com- 
pany to all debts or liabilities of any na- 
ture whatsoever, including salaries and wages 
of employees and other preferred debts or 
liabilities.” 


Massachusetts 


L. W. Leland, Deputy Commissioner of 
Banks, Commonwealth of Massachusetts, 
State House, Boston, November 16, 1931: 
“In reply to your recent inquiry, we wish 

to advise you that the records of this de- 
partment do not show that any loss to bene- 
ficiaries of estate or trust funds adminis- 
tered by trust companies in Massachusetts 
has resulted by reason of failure, malfeasance 
or mismanagement.” 


— 
Michigan 
Fred Marin, Deputy Commissioner of the 

State Banking Department of Michigan, 

Lansing, Jan. 19, 1932: 

“In our advice to you as of November 25, 
1930, we stated that we have no official 
record of any losses sustained in this state 
in the handling of estate banks by state 
banks and trust companies. Banks having 
trust powers are required to keep 100 per 
cent cash reserve or 100 per cent in United 
States Government Bonds or other approved 
securities against such trust funds, and we 
have no record of any losses sustained in 
trusts so handled. 


Minnesota 
E. W. Swanson, Deputy Commissioner of 
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Banking Division of the State of Minne- 

sota, Saint Paul, November 23, 1931: 

“In reply to your letter of November 18th, 
in which you refer to a form letter 
dated October 9th, wish to say that as far 
as I know, there has been no loss to benefi- 
ciaries of trusts administered by trust com- 
panies and banks due to failure, malfeasance 
or mismanagement. In speaking of losses we 
are excepting of course, losses due to market 
depreciation in the value of securities held 
in trust and are referring only to losses due 
to failure, mismanagement and malfeasance.” 


Mississippi 
J. S. Love, Superintendent of Banks, State 
of Mississippi, Jackson, October 13, 1931: 


“You say that you would appreciate ad- 
vice from this department indicating whether 
there had been any failures in Mississippi 
since November 3, 1930, involving a threat- 
ened loss to trust department holdings. While 
we have had several bank failures since No- 
vember, 1930, the most of those were small 
institutions and none of them, to my knowl- 
edge, involved trust holdings, or will result 
in any loss to trust accounts.” 


Missouri 
S. L. Cantley, Commissioner of Finance, 

State of Missouri, City of Jefferson, Jan- 

uary 19, 1932: 

“Answering yours of the 9th, we have had 
only one trust company in the last three 
years that lost creditors’ mouey through its 
trust department, namely the State Savings 
Trust Company at Springfield. I know of no 
other.” 


Montana 
G. M. Robertson, Superintendent of Banks, 
State of Montana, Helena, January 19, 
1932. 

“T am very pleased to inform you, in reply 
to your letter of October 9th, that no failures 
of trust companies, or banks having trust 
departments, have occurred since my former 
report to you of last year. I may repeat that 
so far as I am able to ascertain, there has 
been no loss to beneficiaries of trust or estate 
funds which have been under the manage- 
ment of trust companies in Montana, due to 
either failure or malfeasance.” 


Nebraska 
George B. Wilson, Chief Trust Company Ex- 


aminer, State of Nebraska, Lincoln, Oc- 

tober 21, 1931: 

“You are advised that there has been no 
official loss reported to this department of 


fiduciary funds held by trust companies in 
this state under the supervision of this de- 
partment, since my last advice in November, 
1930.” 


Nevada 


E. J. Seaborn, State Bank Examiner of the 
State of Nevada, Carson City, October 
20, 1931: 

“Replying to your inquiry of October 9th, 
please be advised that since November 21, 
1930, two Nevada banks have been forced to 
close. In neither instance will there be any 
loss to beneficiaries of trusts.” 


New Hampshire 


Willard D. Rand, Bank Commissioner of the 
State of New Hampshire, Concord, Octo- 

ber 13, 1931: 

“In response to your request of October 9th 
I would advise that there have been av 
changes in our state banks and trust com- 
panies since November 6, 1930, and therefore 
there is no necessity for changing any com- 
ments on conditions as they apply in the 
State of New Hampshire. As stated in our 
advice to you of November 6, 1930, our rec- 
ords respective to your inquiry do not evi- 
dence that any losses have occurred in this 
state in the administration of trust business.” 


New Jersey 
G. Hayes Markley, Deputy Commissioner of 

Department of Banking and Insurance, 

State of New jersey, Trenton, October 14, 

1931: 

“Answering your letter of October 9th, it 
is impossible to state at this time whether 
or not losses have actually accrued to es- 
tates administered by trust companies now 
closed and in the hands of the Commissioner 
of Banking and Insurance. While our records 
do not disclose at the moment any losses to 
the trusts on account of mishandling or by 
reason of the suspension and liquidation pro- 
ceedings taken with respect to the banks and 
trust companies themselves, yet I do not 
think it can be categorically stated that none 
will be incurred.” 


New Mexico 
John Bingham, State Bank Examiner of the 

State of New Mexico, Santa Fe, October 

13, 1931: 

“New Mexico still occupies an enviable 
position of being without any loss, so far 
as this department is aware, in the adminis- 
tration of trust and estate funds by trust 
companies or banks of New Mexico. We are 
glad to be able to give you this information.” 





amines evils 








New York 


August Ihlefeld, Jr., Deputy Superintendent 
of Banking Department, State of New York, 
New York, Jan. 14, 1932: 

“We are happy to state that according to 
our records, and so far as we are aware, 
there have been no losses (exclusive of any 
depreciation in the market value of trust 
securities) to the beneficiaries of any trust 
or estate funds which have been managed 
by a trust company or a bank (including 
the Bank of United States) under the su- 
pervision of this department.” 


North Carolina 


C. I. Taylor, Liquidating Agent, Banking De- 
partment of the State of North Carolina, 
Raleigh, December 12, 1931: 

“The only losses which can ordinarily be 
sustained to trust estates handled by a trust 
company represented by uninvested trust 
funds have been comparatively small in 
North Carolina. The losses to one estate han- 
dled by an individual trustee in this state 
caused by failure of the trustee and his de- 
faleation will amount to more than all losses 
to uninvested trust funds on account of 
bank failures in North Carolina in the last 
few years. The last General Assembly of 
North Carolina provided for a much stricter 
supervision of trust assets and in my opin- 
ion losses will be eliminated in the future.” 


North Dakota 


Gilbert Semingson, State Examiner of the 
State of North Dakota, Bismarck, Novem- 
ber 21, 1931: 

“In reply to yours of the 18th will state 
that up to the present time there have been 
no losses in North Dakota of trust assets 
and properties in the hands of banks and 
trust companies due to bank failures, mal- 
feasance or deliberate mismanagement.” 


Ohio 
Charles G. Saffin, Jr., Attorney Examiner, 

Division of Banks, State of Ohio, Colum- 

bus, January 15, 1932: 

“The records of the Division of Banks of 
the Department of Commerce in the State 
of Ohio, do not indicate any losses sustained 
by beneficiaries of trusts under management 
of trust companies transacting such business 
in the state.” 


Oklahoma 


C. G. Shull, Bank Commissioner of the State 
of Oklahoma, Oklahoma City, October 
14, 1931: 


“Just at this time there is no record in 
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this office showing that any one has suffered 
loss in this state by reason of funds admin- 
istered by trust companies.” 


Oregon 
A. A. Schramm, Superintendent of Banks of 

the State of Oregon, Salem, October 16, 

1931: 

“We are interested in the replies from su- 
pervisors in other states to your question- 
naire in regard to loss of trust funds. Of 
the eight bank failures which have occurred 
in this state since November 5, 1930, none 
were operating a trust department. The situ- 
ation in regard to the loss of trust funds 
through bank failures or otherwise therefore 
remains the same as when we previously 
wrote you.” 


Pennsylvania 

William D. Gordon, Secretary of Banking of 

the State of Pennsylvania, October 19th: 

“With reference to your letter of October 
7, 1951, we are pleased to inform you that 
regardless of the failures in Pennsylvania 
since November 5, 1930, the date to which 
you refer, we know of no reason why there 
should be any loss of fiduciary funds held by 
banking institutions located in the Common- 
wealth of Pennsylvania, other than that 
which may be sustained through depreciation 
in the market value of trust securities.” 


Rhode Island 


Latimer W. Ballou, Bank Commissioner of 
the State of Rhode Island, Providence, Oc- 
tober 14, 1931: 

“It is a pleasure to report that there has 
been no change in this state since our letter 
to you of November 5, 1930. No casualty of 
any kind has been suffered by any of the 
banks in Rhode Island during this calendar 
year. There is no record of any instance of 
loss of money by the beneficiaries of trust 
and estate funds, except of course as m&y 
have been effected by market conditions.” 


South Carolina 
Albert S. Fant, State Bank Examiner of the 
State of South Carolina, Oct. 15, 1931: 
“The records on file in our office do not 
indicate that any losses have been sustained 
by any bank under the supervision of this 
department, as a result of dealing with trust 
companies.” 


South Dakota 


A. E. Fossum, Deputy Superintendent of 
Banks of the State of South Dakota, Pierre, 
October 20, 1931: 


“In reply to your letter of October 13th I 
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can advise you that no failures in South 
Dakota since November 14, 1930, have in- 
volved any loss to trust department holdings.” 


Tennessee 
D. D. Robertson, Superintendent of Banks 
of the State of Tennessee, Nashville, Oc- 

tober 17, 1931: 

“This will acknowledge receipt of your 
letter of the 13th instant in regard to losses 
of estate or trust funds administered by trust 
companies in the State of Tennessee. So far 
as I know, and so far as the records of this 
office show, no losses have occurred in Ten- 
nessee in the administration of trust funds 
and estates of this character supervised and 
conducted by trust companies.” 


Texas 


James Shaw, Commissioner of Banking of the 
State of Texas, Austin, Nov. 30, 1931: 
“Answering your letter of some days ago 

you are advised that the files of this office 
do not indicate that there have been any 
losses in trust estates on account of the 
failure of banks or trust companies in Texas. 
As you know there are only a few institu- 
tions actually handling this class of business 
in Texas, two of which having failed in the 
last sixty days. One of these concerns will 
probably be opened in the next two weeks 
and it appears at this time that there will 
be no loss to trust estates through the failure 
of the other concern.” 


Utah 


W. H. Hadlock, Bank Commissioner of the 
State of Utah, Salt Lake City, October 17, 
1931: 

“Two of the larger banks, which have been 
closed in this state during the past few 
months, had substantial trust departments. 
To date there is no indication of any loss 
being sustained by the trust customers.” 


Vermont 


Robert C. Clark, Commissioner of Banking 
and Insurance, State of Vermont, Mont- 
pelier, October 14, 1931: 

“In reply to your inquiry of October 13th, 

I will say that there have been no failures 
of banks in Vermont since January 1981. So 
far as the records of this department show, 
there has been no loss to beneficiaries of 
trust or estate funds which have been under 
the management of trust companies due to 
either failure or malfeasance.” 


Virginia 


M. E. Bristow, Commissioner of Banking and 


Insurance of the State of Virginia, Rich- 

mond, October 28, 1931: 

“Your letter of the 13th received some 
days ago and I am replying at my earliest 
convenience. Up to date, I know of no loss 
to trust funds in Virginia due to bank fail- 
ures. However, there are a number of failed 
banks being wound up at the present time 
and it is not possible to say whether or not 
all of the trust funds involved will escape 
loss. I am dealing largely with small banks 
which did not have trust powers and of 
course, such funds were not in any way in- 
volved.” 


State of Washington 


S. Zeno Varnes, Deputy Supervisor of Bank- 
ing, Washington, November 23, 1931: 
“In reply to your letter of November 18th, 

I will say that, so far as we know, no person 

in this state ever lost any money deposited 

with a legally authorized trust company char- 
tered under the laws of the State of Wash- 
ington.” 


West Virginia 
L. R. Charter, Jr. Commissioner of Banking 
of the State of Virginia, Nov. 9, 1931: 
“In reply to your letter of the 5th we are 
pleased to advise that our records show no 
loss by reason of the administration by 
banks in West Virginia of trust business.” 


Wisconsin 
Thomas Herreid, Acting Commissioner of 

Banking, Wisconsin, Nov. 10, 1931: 

“T am glad to report that the records of the 
State Banking Department of Wisconsin in- 
dicate that no losses to beneficiaries of estate 
or trust funds where such estates or trusts 
were administered by trust companies and 
banks have been noted, to date.” 


Wyoming 

John A. Reed, State Examiner of the State 

of Wyoming, Cheyenne, Nov. 10, 1931: 

“This office acknowledges your letter of the 
5th enclosing therein replies forwarded you 
from forty-seven states with respect to the 
losses in fiduciary accounts in insolvent bank- 
ing institutions. You ask for additional in- 
formation, and in reply would advise that 
we have not encountered any failures since 
the information was given on November 6th, 
therefore there would be no change to re- 
port.” 


Note: A letter appearing in the editorial 
columns of this issue, from Comptroller of 
the Currency J. W. Pole attests to a “clean 
slate’ for trust departments of national banks. 
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PROTECTION OF TRUST ESTATES IN HANDS OF 
CORPORATE FIDUCIARIES 


IMPRESSIVE DEMONSTRATION OF INTEGRITY IN THE FACE OF 
UNPRECEDENTED RECORD OF BANK FAILURES 


GWILYM A. PRICE 
Vice-president and Trust Officer, Peoples-Pittsburgh Trust Company, Pittsburgh, Pa. 








(Epitor’s Note: The preceding survey from official sources, entitled “Integrity of 
Trust Administration Reaffirmed”’ appearing in this issue of Trust COMPANIES Magazine, 
serves to corroborate the following timely discussion of the safety measures which protect 
trust funds that may become involwed in the failure of banks. Mr. Price shows how the 
law, methods of control and operation, examination and supervision serve to throw the 
mantle of protection around trust and estate funds when handled by corporate fiduciaries 
and which have been found inviolable, notiwithstanding numerous bank failures during 
the past two years.. Mr. Price also describes the procedure as to what happens to the 
trust business when a bank fails or suspends. Incidentally, he calls for vigorous action 
to prevent the flagrant misuse of the title “trust company.” ) 


HE recent suspensions and failures of 

hanks, instead of shaking public confi- 

dence in corporate trusteeships, have 
only served to call the attention of the pub- 
lic in a most impressive way to the safe- 
guards and protections that are thrown 
around trust estates committed to the care 
and administration of banks and trust com- 
panies as fiduciaries. Trust people in gen- 
eral are familiar with many of the safe- 
guards governing the normal handling of 
trust estates. However, from some of the 
practices followed by operating banks and 
trust companies there naturally follow the 
safeguards which protect trust funds in case 
the institutions fail. Some of these may be 
discussed, especially in the light of recent 
experience. 


Trust Organization and Records 
In every trust company, or bank with 
trust powers, the operation of the trust de- 
partment is a thing apart from the banking 
end of the business. They are two separate 
lines of business carried on under one char- 
ter. The executive officer in charge of the 
trust department is generally accountable to 
no one in the institution but the president 
and the board of directors. The trust depart- 
ment has its separate accounting system and 
records. Trained trust accountants devote 
all of their time and ingenuity to making 

these records adequate and fool-proof. 
The trust department in practice is almost 
a separate corporation. All of its trust prop- 
erty and assets are kept separate and apart 
from the institution’s general funds and de- 





posits. Not only is the trust department 
separated in theory and practice, but, with 
one or two exceptions which I shall presently 
mention, each separate trust estate is man- 
aged separately and distinctly from all other 
trust estates. This is carried to the point of 
having separate vaults or safes for the care 
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and custody of the trust securities. The as- 
sets of each trust estate are ear-marked and 
set apart in a separate portfolio. Of course, 
these assets do not belong to the institution, 
but are actually the property of its separate 
trusts. The trust accounting system is so 
organized that each estate is set up sepa- 
rately on the books of the bank or trust 
company, and a separate account is kept 
of the principal and income of each estate. 


Dual Control and Examinations 

No one officer or employee has access to 
the trust property and securities. The ef- 
forts of our trust accountants have been 
devoted to the task of making it impossible 
to deal with the trust assets and property 
except after checks which make the unau- 
thorized abstraction of trust securities or 
property impossible. Further to safeguard 
this feature of our service, fidelity bonds 
are carried in sufficient amounts to cover any 
possible loss or embezzlement. I have been 
in trust work since 1920 and during that time 
have never known of a case where trust 
property has been stolen or embezzled, al- 
though during the same period I have known 
of embezzlements on the part of banking 
officers and employees. 

To make sure that institutions doing a 
trust business carry out these fundamental 
objectives, they are examined periodically by 
state or national bank examiners, depending 
on whether they are members of state or 
national banking systems. In Pennsylvania, 
trust companies are examined on an average 
of once each year. The examiners seek 
to ascertain, not only whether the trusts 
are being honestly and faithfully adminis- 
tered, but also whether our accounting sys- 
tems and the safeguards thrown around our 
trust assets are adequate in the light of 
new and improved methods. Whenever they 
see an opportunity to improve the system, 
they direct that the necessary changes be 
made. In addition, most institutions main- 
tain their own auditors, who are constantly 
on the alert to detect irregularities and to 
make improvements in the existing system. 


Frequently, our board of directors call in 
outside accounting firms, sometimes of na- 
tional reputation and standing, to make 
separate, independent, surprise audits. We 
have a practice in Allegheny County, Penn- 
sylvania, which further safeguards our trust 
departments. In Pennsylvania, trusts are 
under the jurisdiction of the Orphans Court. 
Our Orphans Court maintains an examining 
or auditing department entirely apart from 
the state and national examiners, and this 
court frequently conducts independent audits 


of the trust companies and banks authorized 
to do business under its jurisdiction. This 
examination is just as strict, if not more 
exacting, than any to which we are sub- 
jected by the state or independent firms se- 
lected by our board. 


Trust Investment Committee 

This phase would not be complete without 
some mention of the work done to protect 
trust estates, not against failure of the trus- 
tee, or loss through the dishonesty of its 
officers or employees, but from loss owing 
to fluctuations in security prices. The thing 
that has given the creators and beneficiaries 
of trusts most concern lately has not been, 
“What would happen if the trustee failed?’ 
but it has been, “What effect do fluctuations 
in the market have upon trust estates?’ 

It should not be claimed for a bank or 
trust company that it has any miraculous 
power to prejudge the securities market—it 
has not. If it had it would be in the invest- 
ment, not in the trust, business. But a bank 
or trust company does put into the selec- 
tion and handling of trust investments, a 
degree and quality of care and supervision 
that is seldom possible for the individual 
trustee. The modern bank or trust company 
has a department for the analysis and review 
of stocks and bonds. It has a trust invest- 
ment committee, usually composed of execu- 
tive officers, a small group of directors, spe- 
cially selected, an investment analyst and a 
secretary, that studies the results of these 
analyses and reviews, and makes recommen- 
dations or decisions as to retaining, convert- 
ing, selling or purchasing stocks, bonds, or 
mortgages. 

If the importance of the question so dic- 
tates, the recommendations of the trust in- 
vestment committee are submitted to the 
board of directors of the institution or to 
its executive committee. The board of direc- 
tors, the executive committee or the trust 
investment committee, as the case may be, 
issues instructions to the active officers of 
the trust department. It is possible, of 
course, for all hands—statistical depart- 
ment, investment committee, executive com- 
mittee and board of directors—to make a 
mistake about an investment. It stands to 
reason, however, that these groups, who are 
making a constant study and daily business 
of passing upon trust investment, are not as 
apt to make mistakes as individuals acting 
on their own judgment or even upon advice. 


Failed or Closed Banks and Trust Companies 

The properties constituting the trust es- 
tates, that is, the real estate, cash, stocks, 
bonds and mortgages, do not belong to the 
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failed or closed bank or trust company. They 
belong, instead, to the beneficiaries of the 
trusts. If you lend me your automobile, and, 
before I return it, I go into bankruptcy, it 
does not become part of my bankrupt estate, 
to be sold for the benefit of my creditors. It 
is still your automobile, and as soon as you 
prove that it is yours it will be returned to 
you. The same principle applies to a bank 
or trust company that fails. The trust es- 
tates still belong to the beneficiaries of the 
trusts, and are not a part of the assets of the 
bank or trust company available for its cred- 
itors. 


Uninvested Cash 

Each trust estate undoubtedly has a rela- 
tively small amount of uninvested cash on 
hand. This may be income, awaiting dis- 
tribution to the beneficiaries, or it may be 
an amount of capital awaiting investment. 
Of course, the trust department does not 
keep this cash in the portfolio with the se- 
curities of each particular estate, but de- 
posits it. In some states, trust institutions 
are not permitted to deposit their trust 
funds in their own banking department. In 
others, trust balances in the banking depart- 
ment are preferred claims that take priority 
over the claims of general depositors. In still 
others, the trust departments carry their un- 
invested cash balances on deposit in their 
own banking department and, in case of fail- 
ure, share the common lot of general deposi- 
tors. In the latter case, these balances are 
usually such a small part of the whole trust 
estate as not to invalidate the general state- 
ment that the failure of the bank or trust 
company does not jeopardize the trust estate. 

In Pennsylvania, until recently, the first 
statement, that trust institutions are not per 
mitted to deposit their trust funds in their 
own banking department, was true. How- 
ever, about two years ago our General As- 
sembly passed a law permitting trust depart- 
ments to deposit their uninvested cash in 
their own banking departments, but in such 
case they require the banking departments of 
each institution to pledge with the trust de- 
partment gilt-edged bonds or other securities 
sufficiently in excess of the deposit to pro- 
tect and guarantee it fully. This, I under- 
stand, is the general practice in the case of 
national banks, and I personally prefer it 
to any other method of protecting the income 
or other uninvested cash balances. 


Administration of Trust Estates of a Bank or 
Trust Company That Fails 

At this point it may be said that I have 

given assurance on several features of this 

question, but I have not answered the ques- 
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tion as to what happens to trust estates 
after the failure or closing of the corporate 
trustee. Do they fail or terminate because 
there is no ‘trustee to administer them? or 
do they continue, and, if the latter is true 
who is to handle them? I cannot truthfully 
say that there may not be some inconve- 
nience, delay, or interruption in the service 
which has been performed by the trustee. 
On the whole, however, I can state that this 
inconvenience, delay or annoyance will usu- 
ally be of a very minor nature and of short 
duration. 

Take my own state, Pennsylvania, as an 
example. On September 9, 1931, the Attor- 
ney-General of the State handed down an 
opinion for the guidance of the Secretary of 
Banking in taking possession of institutions 
maintaining trust departments. 


To summarize this opinion from the At- 
torney General of Pennsylvania: The trust 
department of a failed or closed trust com- 
pany in Pennsylvania continues as a going 
concern in the possession of the Secretary of . 
Banking under the supervision of the bank- 
ing department instead of under the officers 
of the institution as theretofore. This means 
that income is collected and remitted to the 
beneficiaries of trusts. They are not kept 
waiting without regular checks or remit- 
tances during the entire time that the trust 
company, or particularly its trust depart- 
ment, is in process of liquidation. It has 
been the practice of our Secretary of Bank- 
ing to keep on in the employ of the depart- 
ment, a sufficient number of the former offi- 
cers and employees of the trust department 
to insure uninterrupted service. 


Handling Trust Departments of Failed 
National Banks 

The Bank of Pittsburgh, N. A. was one of 
the largest, if not the largest, national bank 
that ever failed in this country. It has been 
our lot in Pittsburgh to know something 
about the methods adopted by the Receiver 
and the Comptroller of the Currency in han- 
dling the $36,000,000 of trust assets. In prin- 
ciple the methods have been practically the 
same as outlined in the opinion of the at- 
torney general of Pennsylvania. Mr. Thomas, 
the receiver of the Bank of Pittsburgh, placed 
one of his assistants, a national bank exam- 
iner, in charge of the trust department. This 
assistant supervises the work of the trust 
officer and a certain number of the trust de- 
partment’s employees who were retained by 
the receiver. 


The income has been remitted regularly to 
the beneficiaries of its estates. Interest has 
been collected on trust investments. Accounts 
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have been filed in the Orphans Court cover- 
ing the administration of estates in process 
of settlement where the time for filing ac- 
counts has elapsed and the estates are ready 
to be distributed. Every dollar of the unin- 
vested cash on deposit by the trust depart- 
ment with the banking department of the 
Bank of Pittsburgh has been repaid, because 
government bonds in excess of the deposits 
were pledged in the hands of the trust de- 
partment to protect its cash deposits. There 
has been no criticism in Pittsburgh of the 
handling of the trust department by the re- 
ceiver. Were it not for the natural timidity 
occasioned by the closing of the bank and 
the necessity of selecting a successor, I 
doubt if many of the trust beneficiaries 
would have known that any change had taken 
place. 


Trust Business of Bank of United States 
Unaffected by Failure 

Another large failure which has occa- 
sioned a great deal of comment throughout 
the country is that of the Bank of the United 
States, of New York City. To prove that 
the practice I have outlined—that the trust 
officers and other operating staff, may g9 
ahead with their work as if nothing had 
happened, under the supervision of the au- 
thorities who have the institution in charge, 
and of the court, I wish to quote the follow- 
ing from the statement of the State Bank 
Examiner who has that institution in his 
charge: 

“Since December 11, 1930, when the Bank 
of the United States was closed, the trust 
department has continued to function with- 
out interruption. We have segregated all the 
trust assets and are performing all trust 
functions under the various trust appoint- 
ments as evidenced by indentures, wills, 
agreements and other documents. 

“Trust and safekeeping securities, which 
on the day of closing comprised approximate- 
ly $25,000,000 in collateral, $29,000,000 in 
corporate bonds outstanding, and $700,000 in 
cash, are being administered in a normal 
manner as in a going institution. Upon 
closing the bank, sufficient cash was segre- 
gated to cover trust funds held by the trust 
department. The net result is that the clos- 
ing of the bank did not affect in any manner 
the administration, execution, or safety of 
the trusts of its clients.” 


Successor Trustees 
This much is certain: a trust will never 
fail for want of a trustee. In some cases 
the trust instrument, the will, or trust agree- 
ment, provides a successor trustee or for the 
method of appointment of a new trustee. In 


others the court will appoint a successor. In 
Pennsylvania it is not necessary to wait until 
the period of liquidation is over and it is 
decided that the bank or trust company is 
not to be reorganized but is to go out of 
business forever, before new trustees are 
appointed. The beneficiaries may wait until 
that time before taking action, but they are 
not required to do so. When the decision is 
made to liquidate and not to reorganize, the 
Secretary of Banking requires the benefici- 
aries to take action leading toward the ap- 
pointment of a successor ‘trustee and if they 
do not do so after thirty days’ notice he 
takes the action by petition to the proper 
court. 

Here again those of us in Pittsburgh have 
had some personal knowledge in the case of 
the Bank of Pittsburgh. Being a national 
banking institution, it has interested me to 
note how closely the national practice fol- 
lows our state practice. At the time the 
Bank of Pittsburgh closed, its trust estates 
were $36,000,000. Several months later they 
were less than $18,000,000. In other words, 
one-half of the trusts under the control of 
the Bank of Pittsburgh within that time 
passed out of the possession of the receiver, 
either through the creators of living trusts 
exercising their right to revoke and with- 
draw, or by the interested beneficiaries ap- 
plying to the proper. court for the appoint- 
ment of a new trustee. 

I know of one large trust in which the 
Bank of Pittsburgh was co-trustee with two 
individuals. The attorney for the receiver 
gave an opinion, in which the Comptroller of 
the Currency concurred, that the failure of 
that institution was equivalent to the death 
of a trustee, and that it was perfectly proper 
for the receiver to turn over all of the assets 
of the trust to the two remaining trustees, 
taking their receipt and release. This was 
accomplished with a minimum of trouble and 
inconvenience, and the beneficiaries and the 
two individual trustees are now about to apply 
to the court for the appointment of the suc- 
cessor corporate trustee. 

Right of beneficiaries to designate the suc- 
cessor trustee: When we discussed this ques- 
tion in Pittsburgh last September during the 
national convention of the National Associa- 
tion of Life Underwriters the question was 
asked: “What voice do the beneficiaries have 
in the selection of the successor-trustee? If 
this matter is left to ‘the discretion of the 
court having jurisdiction, might not the court 
appoint a trustee in whom the beneficiaries 
have no confidence or against whom they bear 
some grudge or resentment?’ Of course, the 
final decision is in 'the court having juris- 
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diction, but, as a matter of practice, the 
court always gives due weight and considera- 
tion to the expressed preference of the bene- 
ficiaries, and if the trustee proposed by them 
is competent it practically always follows 
their suggestion. 


Mortgage Pools and Participations Therein 


In Pennsylvania, many trust companies 
and national banks with trust departments 
follow a practice which may or may not, be 
in use in other states. I refer to the pooling 
of mortgages in a large fund and then issu- 
ing to the various trust estates mortgage par- 
ticipation certificates against that pool or 
fund evidencing an interest therein. The 
advantages of such a pool are numerous. In- 
stead of a particular trust having the pro- 
tection of one mortgage against a particular 
piece of property it has the protection arising 
from possibly hundreds of mortgages against 
many properties. In other words, the same 
principle of diversification applies to such a 
pool of mortgages as applies to investments 
in other lines such as stocks and bonds. 

Furthermore, many of such mortgages are 
installment mortgages providing for monthly 
payments of both interest and principal de- 
signed to pay off the mortgage in a period 
of years, usually slightly over ‘ten years ac- 
cording to our practice in Pittsburgh. It 
would be a difficult matter, from a_book- 
keeping standpoint, to credit these monthly 
payments of interest and principal to the 
various separate trust estates and then find 
means to reinvest the small cash balance of 
eapital which would thus be accumulating all 
the time. Furthermore, it enables us to issue 
a participation certificate evidencing an in- 
terest in the pool to an estate for whatever 
amount that estate has available to invest. 


The Bank of Pittsburgh had such a pool, 
consisting of approximately $5,000,000, made 
up of some 400 or 500 mortgages. It had 
assigned participations in the pool to many 
of its trust estates. While the advantages of 
such a system are numerous and real, both 
from and operating and a liquidating view- 
point from a liquidating viewpoint, it is more 
difficult to unravel a pool of this sort than it 
would be if separate mortgages were held in 
toto by the various trust estates. Whenever 
a suecessor trustee has been appointed for 
an estate holding an interest in the pool, in 
lieu of the actual mortgages the receiver has 
delivered to the successor-trustee the mort- 
gage participation certificate itself. Subse- 
quently, as he or some trust company acting 
for him and the estates holding participating 
interests liquidates the pool, the cash amounts 
resulting from the liquidation will be paid 
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over to the respective successor-trustees. In 
the meantime as interest is collected on the 
pool mortgages it is disbursed as income to 
the trust estates. Ultimately when present 
conditions are adjusted this pool should pro- 
vide and effective means of cooperation on 
the part of all trust institutions in the city 
to the end that its complete liquidation may 
be hastened. 


Commingled Funds for Trust Estates 


Some trust companies have advocated the 
principle of commingled funds for trust es- 
tates. An illustration will show how this 
would be accomplished. One hundred per- 
sons, let us say, each create a trust of $10,- 
000, making an aggregate of $1,000,000 to be 
invested. If each of the $10,000 trusts must 
be invested independently of the others not 
much diversification is permissible, and a 
material drop in the price of any one se- 
curity will be felt, but if all the $10,000 
trusts contribute to the creation of a fund 
of $1,000,000, and the $1,000,000 is invested 
as a single fund, much wider diversification 
becomes possible, and even a drastic drop in 
the price of any one of perhaps one hundred 
different securities would be felt scarcely at 
all. This latter is the principle of invest- 
ment that life insurance companies have em- 
ployed. I merely mention the difficulties en- 
countered in the liquidation of the mortgage 
pool of the Bank of Pittsburgh to illustrate 
the troubles which corporate trustees might 
have with commingled trust funds in the 
event of a failure or closing. 


Flagrant Misuse of the Title ‘‘Trust 
Company” 

The frequent appearance of the title “Trust 
Company” in the announcement of the fail- 
ure or suspension of banks throughout the 
country again suggests the need for more 
strict legislation or the exercise of super- 
visory powers which will insure the protec- 
tion of this title. Taking the City of Phila- 
delphia as an example, the title “Trust Com- 
pany” has acquired the significance which 
is associated with conservative and respon- 
sible operations built upon generations of ex- 
perienced management. Only too often the 
more recently organized banks have appro- 
priated the name “Trust Company” partly 
to lead the publie to believe that they con- 
duct the same type of business as the older 
trust companies. Except in a few cases the 
institutions which have been taken over by 
the Pennsylvania Banking Department within 
recent months have not the least claim to 
operate as trust companies in 'the real sense 
of that designation. They neither attempt 
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to conduct trust business nor possess the 
necessary equipment. 

More than 95 per cent of the aggregate 
trust funds reported by Philadelphia trust 
companies, amounting to approximately three 
billions of dollars, is in the care of ten of 
the largest institutions in that city. All of 
these trust companies stand high in the faith 
and confidence of ‘the community. It is 
among the remaining two score or more of 
local banks, most of them including the 
words “Trust Company” in their corporate 
titles, that the recent failures or suspensions 
are numbered. In the few cases where trust 
funds are involved the business of the trust 
department has not been affected by the in- 
solvency of the banking department, and the 
trust funds are intact. 

The conviction is gaining ground among 
trust officers everywhere that only such in- 
stitutions should be permitted to use the 
title “Trust Company” as are qualified to 
accept and perform fiduciary responsibility. 
It is significant that, of the many banking 
suspensions which have occurred in Pennsyl- 
yania during the last few months, a very 
large percentage bore the words “Trust Com- 
pany” in their titles, whereas hardly more 
than half a dozen actually conducted trust 
business. In view of this flagrant misuse of 
the title, is it not true that trust men every- 
where should ttake steps leading to strict 
legislation which will confine the title to in- 
stitutions which are trust companies in the 
proper sense of the designation. 


Comment on Questionnaire Conducted by 
“Trust Companies’? Magazine 

Trust COMPANIES Magazine recently sent 
its latest questionnaire addressed to the 
Banking Supervisors of forty-eight states, 
bringing its survey up to the approximate 
date of October 1, 1931. This survey again 
corroborates from official records the high 
degree of protection afforded by corporate 
fiduciaries. It comprehends a year of un- 
precedented banking fatalities and slashing 
of values. In the few cases where closed 
banks maintained trust departments, as, for 
example in New York, Philadelphia, Pitts- 
burgh, Toledo and several other cities, the 
official examinations and advices from other 
reliable sources show that banking insolvency 
has not involved trust departments which 
have been kept separate and subject to the 
safeguards imposed by statutes. 

Most of these trust departments of closed 
banks are being conducted by state authori- 
ties as solvent organizations. Typical of lat- 
est official advices from State Banking De- 
partments, and especially significant because 


of the recent epidemic of banking failures in 
Pennsylvania, is the reply received from 
Secretary of Banking William D. Gordon of 
Pennsylvania, stating, as of October 19, 1931: 

“With reference to your letter of October 
7th, we are pleased to inform you that re- 
gardless of the failures in Pennsylvania eince 
November 5th, the date to which you refer, 
we know of no reason why there should be 
any loss of fiduciary funds held by banking 
institutions located in the Commonwealth of 
Pennsylvania, other than that which may be 
sustained through depreciation in the mar- 
ket value of trust securities.” 

The important point to be stressed is that 
wherever there appears any element of loss 
to trust accounts owing to bank failure. that 
such losses have not been carried on to the 
trust or estate beneficiaries. Experience has 
shown that wherever liquidation of the bank 
is unavoidable trust liabilities are amply 
covered by the preferred creditor status, 
capital responsibility, by the deposit of se- 
curities required by law to guarantee safety 
of fiduciary holdings as well as other legal 
safeguards which have been uniformly ef- 
fective in keeping the trust department free 
from banking management and insolvency. 


Summary 

To summarize the answer to the question: 
“When a bank suspends what happens to its 
trust business?” 

(1) The temporary suspension or even the 
outright failure of a bank does not involve 
the trust assets and need not affect the trust 
administration except insofar as it produces 
temporary timidity and perhaps a slowing 
up of the administration during the period 
of confusion incident to the suspension or 
liquidation. During the period of suspension 
the trust business is carried on by the trust 
officers and their operating staff as if noth- 
ing had happened except that it is under the 
supervision of the state or government au- 
thorities who have charge of the bank. 

(2) If the bank is reorganized and re- 
opened without losing its identity, the trust 
business is still carried on as if nothing had 
happened, but if the bank goes out of busi- 
ness special provision must be made for each 
trust account. 

(5) Each account must be treated as : 
separate entity. The trust assets cannot be 
regarded as a whole and delivered en masse 
to the new bank that opens on the old stand 
or one that ‘takes over the business of the 
bank that failed. In some cases it will be 
found that the trust instrument provides a 
successor trustee and clothes it with all the 


(Continued on page 120) 
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| Serving the Great-great-grandchildren 


of its earliest clients 





On February 28th of this year CITY 
BANK FARMERS TRUST COMPANY 
observes the one hundred and tenth an- 
niversary of its founding. Chartered in 
1822 .. . the first trust company in 
America . . . it has on its books today 
the names of direct descendants of some 
of its earliest clients . . . heirs of histor- 
ically famous American estates which 
this trust company helped to conserve 
and develop. 


Over such a period of years, a trust com- 
pany prospers only as it is successful in 
managing the property of its clients. 
The continuous progress of CITY BANK 
FARMERS TRUST COMPANY through 
more than a century measures the sound- 
ness of its policies in administering the 
estates and funds entrusted to its care. 





CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street, New York 
“Engaged in trust business solely ... the care and management of the property of its clients” 
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CA nnouncing 


A NEW DEVELOPMENT 
A NEW SELLING POWER 


in 


TRUST ADVERTISING 


OF wer that turns interest, aroused by 


your advertising, into signatures on the 
dotted line at the end of Wills and Trust 
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E are ready to present to 

trust officers a new method 
of making advertising and per- 
sonal solicitation produce more 
profitable business. Trust depart- 
ment executives to whom we have 
shown this program during its de- 
velopment agree that it should fill 
the long-felt need of a definite and 
logical sales-procedure to be used 


by trust officers and solicitors. It 
furnishes the final step in the clos- 
ing of business. It represents, di- 
rectly, months of concentrated 
effort by our staff; indirectly, the 
experience of our 20 years in fi- 
nancial advertising. It merits your 
immediate consideration. Your re- 
quest, addressed to Chattanooga, 
will bring you the interesting facts. 


THE PURSE COMPANY 


CHATTANOOGA 


°° TENNESSEE 


Headquarters for Trust “Department Advertising 


NEW YORK e CHICAGO e BOSTON 


e BUFFALO e LOS ANGELES 
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EFFECT OF U. S. SUPREME COURT DECISION ABOLISHING 
MULTIPLE INHERITANCE TAXATION 


EXTENDS RULE OF DOMICLE AND SITUS TO SHARES OF STOCK 


Cc. POWELL FORDYCE 
Member, Law Firm of Fordyce, White, Mayne and Williams, St. Louis, Mo. 








(Epiror’s Nore: The author of this article, discussing the broad significance and 
effect of the recent decision by the Supreme Court of the United States in First National 
Bank of Boston vs. State of Maine, was counsel for amicii curiae in this case. He shows 
how the decision radically changes the existing rules in regard to state inheritance taxa- 
tion of stock; how it benefits corporate and individual fiduciaries in the administration of 
estates and trusts, eliminating delays, lawsuits and conflicting questions as to transfers, 
valuation and at the same time promotes equitable taration among the states.) 


N January 4th of this year the Su- 

preme Court of the United States— 

Justices Stone, Holmes and Brandeis 
dissenting—continued to rechart its course 
in regard to state taxation, and handed down 
another epoch-making decision. The case is 
First National Bank of Boston vs. State of 
Maine. In addition to Maine, the State of 
Minnesota, the Tax Commission of the State 
of New York, and several trust companies 
and individuals took part therein as amicii 
curiae. 


What the Decision Accomplishes 

This decision definitely ends multiple state 
inheritance taxation of corporate stock. In 
effect it established national and interna- 
tional reciprocity of exemption in regard to 
such taxation, thereby supplanting the stat- 
utes on this subject of a large majority of 
the states. It directly repudiated the basic 
theories, applied in nearly one hundred state 
and federal court cases, which made such 
taxation an evil of our government for over 
half a century. It sweeps away serious ob- 
stacles to the free transfer of stock, which 
has become such a significant factor in our 
national credit and financial structures. It 
greatly benefits executors and heirs. And 
finally, because it shows an increasing dis- 
position of the court to end multiple taxation 
of the same economic interest, it provides a 
substantial shield of protection against the 
unjust and oppressive consequences of all 
forms of taxation. Such a shield has never 
been needed more than at present—an age 
characterized by more and more onerous 
governmental levies. 


Facts of the Case 
This case should be read carefully by all 





those interested in its effect. Shortly stated 
the facts were: E. H. Haskell died testate 
while domiciled in Massachusetts. He owned 
stock in a Maine corporation having most of 
its tangible property in that state. The stock 
certificates were kept in Massachusetts, 
which state imposed an inheritance tax upon 
the transfer thereof. Maine attempted to do 
likewise after allowing the Massachusetts tax 
as a credit upon its tax. The highest court 
of Maine sustained the tax, holding that the 
shares were property within its jurisdiction 
under the applicable statutes. and that the 
Fourteenth Amendment of the Federal Con- 
stitution was not violated. (130 Maine 123, 
154 Atlantic 103.) 


The Supreme Court of the United States 
reversed and remanded the case, the majority 
opinion being written by Justice Sutherland. 
To sustain his conclusion he said that deci- 
sions rendered prior to 1930 would preclude 
a successful challenge to the judgment of the 
Maine Court; that all cases based upon 
Blackstone vs. Miller, 188 U. S. 189 (1903), 
in which Justice Holmes established the 
theory that two states may tax the same 
thing on different and inconsistent principles 
without conflict with the Fourteenth Amend- 
ment, have ceased to have other than his- 
toric interest; that taxation is an intensely 
practical matter, and laws in respect of it 
should be construed and applied to avoid 
unjust and oppressive consequences; that a 
transfer from the dead to the living of any 
specific property is an event single in char- 
acter which is effected under the laws, and 
occurs within the limits, of a particular 
state; that the Fourteenth Amendment pre- 
vents such transfer of shares of stock from 
being taxed by more than one state, and 
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from being taxed by any state other than the 
domicile of the decedent; that no other state 
has a real taxable relation to the event which 
is the subject of the tax; and that the right 
of a shareholder to a proportionate part of 
the net assets of the corporation after disso- 
lution is an incorporeal property right which 
attaches to the person of such shareholder 
in the state of his domicile. Justice Suther- 
land excepted from these general rules the 
situation where the decedent has caused his 
stock to be used as an integral part of a 
business of his localized in a state other than 
his domicile. 


Benefits to Fiduciary Administration 

Because the First National Bank case of- 
fered the Supreme Court its first opportu- 
nity to consider the precise question there 
involved, and because the decision radically 
changed the existing rules in regard to state 
inheritance taxation of stock, a discussion of 
its practical effects may be helpful. 

First of all, this decision will benefit indi- 
viduals and corporations who act as legal 
representatives of deceased persons. It re- 
lieves them of the burdens and expenses 
which were formerly necessary in order to 
compute and pay foreign inheritance taxes, 
or in order to secure waivers thereof. It 
ends their personal liability for such taxes. 
It prevents the possibility that they will have 
to bring or defend foreign lawsuits involv- 
ing disputes and conflicting theories as to 
the value of stock; as to whether transfers 
were made in contemplation of, or to take 
effect in possession or enjoyment at death ; 
and as to the constitutionality of statutes 
declaring that all transfers within a pre- 
scribed number of years before death are 
conclusively presumed to be made in contem- 
plation thereof. And it does much to shorten 
the delays of administration—delays which, 
in the past, frequently kept them from sell- 
ing stock at advantageous times and prices, 
and from paying foreign inheritance taxes 
within the three year period required for se- 
curing credit upon the federal estate tax. 

In addition, this decision will be advan- 
tageous to those who inherit property. Be- 
‘ause it lessens the delays, and decreases the 
expenses and taxes connected with the ad- 
ministration of estates, such persons will now 
receive more of their ancestors’ property, 
and will be entitled to the beneficial enjoy- 
ment thereof much sooner than in the past. 


Promotes Equitable Taxation Among States 

Furthermore this case is of considerable 
importance to the several states. Those which 
have few wealthy stock-owning citizens will 


be faced with diminishing returns from in- 
heritance taxes. Although this result has been 
imposed upon some of them against their 
will, it is a result which the large majority 
of the states considered fair and just when 
they voluntarily adopted their reciprocal ex- 
emption statutes. On the other hand, the 
more populous states will receive greater rey- 
enue from this source than ever before. From 
a national point of view, the First National 
Bank case facilitates the smooth working 
of our federal system of government by pre- 
venting individual states from subordinating 
the general welfare to their own selfish in- 
terests. Thus it will do much to quell the 
discontent which Alexander Hamilton and 
others expected to subside with the forma- 
tion of the Union. 

Finally, other minor practical effects of 
this decision should be noted. Investment 
trusts will no longer be able to use the sell- 
ing argument that their shares can be taxed 
in only one place. <All corporations will be 
better protected in the transfer of their stock 
from the dead to the living. Probably, also, 
where a decedent domiciled in state “A” 
owned no property in state “B” except stock 
in a corporation chartered by the latter, cred- 
itors residing in “B’’ will be required to file 
their claims with the legal representatives 
appointed by state “A.” Baker vs. Baker 
Hecles Company, 242 U. 8. 394 (1917) is con- 
trary to this prediction, but is based upon 
cases which have been overruled, and appears 
to be out of harmony with the language used 
by Justice Sutherland. Logically, if stock is 
not property within the state chartering a 
corporation for inheritance tax purposes, it 
should not be so considered for purposes of 
ancillary administration. As yet, however, 
this point has not been authoritatively de- 
cided. 

So far in this article the pathway has been 
comparatively safe. Although it is hazardous 
to speculate as to the precise manner in 
which the courts will apply the First Na- 
tional Bank decision, and the other recent 
inheritance tax cases, undoubtedly the doc- 
trines there enunciated will be widely ex- 
tended. 


Extension of New Tax Doctrine 


In spite of the fact that the First National 
Bank case specifically involved the inherit- 
ance taxation of stock, such taxation of 
judgments, bills receivable, and mortgages 
(considered as personalty) is within its log- 
ical implications, and is governed thereby. 

As pointed out above, this case involved 
the situation where the state of the dece- 
dent’s domicile, Massachusetts, had levied 
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Home Lire INSURANCECOMPANY 


256 BROADWAY 


ETHELBERT IDE Low, Chairman of Board 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 


i’ NEW YORK 


James A. Futton, President 








an inheritance tax upon stock, and the state 
chartering the corporation, Maine, was seek- 
ing to levy a second tax. If Massachusetts 
levied no tax, would the Supreme Court like- 
wise deny the power of Maine to tax? That 
it would not is indicated by the case of 
Southern Pacific Company vs. Kentucky, 222 
U. S. 68 (1911) which involved property 
taxation of tangible personalty. However, 
it seems that the answer of the court should 
be the same if full effect is to be given to 
Justice Sutherland’s theories that the trans- 
fer from the dead to the living is an event 
single in character which is effected under 
the laws, and occurs within the limits, of the 
state of the decedent’s domicile, and that 
no other state has a real taxable relation 
to this event which is the subject of the 
Tax. 

Furthermore, these theories would seem to 
prevent any state from levying an inheritance 
tax upon stock in one of its corporations 
owned by an alien domiciled in a foreign 
country at his death. In this connection 
see Brooks, et al. vs. Commissioner of In- 
ternal Revenue, 22 B.T.A. 71 (now pending 
before the Circuit Court of Appeals of the 
Second Circuit) in which the Board of Tax 
Appeals denied the power of the Federal 
Government to levy an estate tax upon bonds 
of American corporations owned by a citizen 
of Great Britain domiciled at his death in 
Cuba. According to the board these bonds, 
although the certificates were kept in New 
York, were not “situated in the United 
States.” 

And finally, the First National Bank case 
will have an important bearing upon the 
development of future rules of state income 
taxation. As this field of the law is still in 
an embryonic state and is replete with con- 
flicting theories, it is difficult to predict the 
nature and scope of such an extension of this 
decision. However, it should be pointed out 
that the foundations upon which such taxa- 


tion rests have been severely shaken, if not 
undermined, in the past two years. And 
the taxpayer should remember that the in- 
creasing disposition of the Supreme Court 
to use the Fourteenth Amendment to reduce 
the possibilities of multiple taxation of the 
same economic interest, to consider the rule 
of immunity from such taxation broader 
than the applications thus far made of. it, 
and to hold that each state encounters at its 
borders the taxing power of other states, 
will undoubtedly cause the court to sanction 
protective theories against the numerous un- 
just and oppressive consequences now inher- 
ent in this other form of taxation. 


Nore: Readers of Trust COMPANIES Maga- 
cine wishing to secure complete text of the 
decision of the Supreme Court of the United 
States, in the case of the First National Bank 
of Boston, executor of the Haskell Fistate vs. 
the State of Maine, may secure same by 
writing for printed copy to the Old Colony 
Trust Company of Boston. 

fe de 
“MORE FAITH NEEDED,” 

“We have had grave disappointments the 
last year,” says George M. Reynolds, chair- 
man of the executive committee of the big 
Continental Illinois Bank & Trust Company, 
“but have been through equally trying times 
before. People who doubt this statement 
should read the history of 1857, 1873, and 
1893. This country is stronger now than it 
was in either of those years and, therefore, 
better able to throw off depression. The 
United States is so rich in resources and 
its people have such a genius for business 
that I firmly believe we will whip the de- 
pression from which we are now suffering. 
However, I am still of the opinion, which I 
have previously expressed—namely: that in 
order to come into the full enjoyment of real 
prosperity all of us must get into a better 
frame of mind.” 
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= NOW 


to take the drudgery out 
of INCOME TAX WORK 





1. Makes up-to-the-minute infor- 
mation about each trust instantly 
available. 


2. Is adaptable to any type of trust. 


3. Is simple enough for any book- 
keeper to operate. 


A. Is plain enough to be understood 
by every person in the trust depart- 
ment. 


5. Is flexible enough to provide for 
unlimited expansion. 


G. Is inclusive enough to handle 
every conceivable type of trust trans- 
action as a matter of routine. 


7. Gives absolute control of every 
trust and every transaction. 


&%. Gives a daily automatic balance 
of each trust and the entire trust 
department. 


®. Supplies information for audits, 
court reports, annual statements, in- 
come tax, etc.—eliminating special 
analyses. 


10. Is easy to install, inexpensive 
to operate. 


Every day in the year Burroughs Simpli- 
fied Trust System lightens the work of 
the trust officer and the trust department 
... but at income tax time it especially 
proves itself a boon, by saving time, 
labor and worry on this burdensome 


periodical task. 


The trust department that uses Bur- 
roughs Simplified Trust System has, 
instantly available, the earnings, ex- 
penses and proven net balance for the 
period, of each and all assets—thus 
eliminating the necessity for making 
a special analysis of the income cash 


account. 


For full particulars, write Burroughs 
Adding Machine Company, Second 


Blvd. at Burroughs, Detroit, Michigan. 


Burroughs 
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FACING REALITIES AFTER A YEAR OF DISILLUSIONS 
NEW SPIRIT OF COOPERATION IN DEALING WITH DOMESTIC AND 
INTERNATIONAL PROBLEMS 


ALBERT H. WIGGIN 
Chairman Governing Board of the Chase National Bank of New York 








(Eprror’s NoTE: Accents of sincerity and frankness characterized the statement re- 
cently cabled from Berlin, Germany, by Mr. Wiggin and embodied in his annual report 
as chairman of the governing board of the Chase National Bank. The survey of domestic 
and international credit problems commands unusual attention not only because of Mr. 
Wiggin’s position as head of America’s largest bank but also because of his close con- 
tacts with economic and financial conditions abroad. While not in the least attempting: 
to minimize the gravity of the present situation Mr. Wiggin gives emphasis to progressive 
forces of cooperation that must eventually restore confidence and normal relationships. ) 


abandonment of the gold standard in Eng- 
land, and this was followed in October by 
an international run on the United States. 
The shock to world credit of the abandon- 
ment of the gold standard in England was 
grave. All over the continent of Europe men 
were questioning every credit. In a short 
period of time gold was drawn in excess of 
$700.000,000 from the United States for for- 
eign account. 


HE year 1931 began with a substantial 

revival of confidence, following a vio- 

lent decline in volume of business and 
in ‘securities prices which had reached its 
climax in the middle of December, 1930. The 
first two months of 1931 showed sharp im- 
provement in securities prices. But the hoped 
for improvement in business did not mate- 
rialize, and March brought very disappoint- 
ing news. Tax receipts on March 15th fell 
far below the figures of the preceding year. 
The Farm Board announced a change in 
policy which meant in effect the abandon- 
ment of the effort to valorize wheat. A series 
of dividend cuts emphasized the sharply re- 
duced earnings of railroads and industrial 
corporations. The concentration of so much 
bad news into a very short period under- 
mined public confidence. 

The first of the year’s series of violent re- 
actions in the securities market began in 
March and culminated in June. Adverse for- 
eign developments of first importance came 
during this period. The difficulties in Aus- 
tria in early May were followed by a con- 
certed run of foreign creditors on Germany. 
President Hoover’s splendid effort to bring 
about international cooperation to strengthen 
Germany led to a rally in all markets, and 
there was renewed hopefulness in late June 
and early July. Copper, cotton, wheat and 
other basic commodities improved in price. 
But the delay in reaching an international 
agreement was more than nervous creditors 
could stand and renewed pressure on Ger- 
many led to a general setback. 


British Suspension of Gold Standard 


An international run on England came in , : ine Board of Ch Netional 
August and September which led to the Chairmen of the Governing Board of the Chase Notions 
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The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 





Member 
Philadelphia 
Clearing House 


Capital, Surplus and Profits over $19,000,000 


Intesrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 


The steadiness with which the Federal Re- 
serve banks and the American banking com- 
munity met this run, giving a demonstration 
of the soundness of our gold standard and 
of our ability to liquidate whatever credits 
it was necessary to liquidate in maintain- 
ing the gold standard, represents a great 
achievement. The American dollar is a gold 
dollar and the world knows this now and 
believes it. The first credit of the world 
stands unshaken. Gold has returned in very 
substantial volume since the end of this 
run, and an important step has been taken 
in restoring international confidence. 

In this connection it may be observed that 
the developments of the summer and autumn 
1931 probably mean that the so-called “gold 
exchange standard,’ as distinguished from 
the gold standard, will be much less practiced 
in the future, except by small countries. 
Under the gold standard each central bank 
earries its own gold reserve. Under the 
“gold exchange standard” the country may 
earry its reserve in whole or in part in the 
form of balances in banks or acceptances in 
foreign countries which are on the gold 
standard. 


International Credit Difficulties 
The “gold exchange standard,” as known 


Banking and Fiduciary Services 
in Philadelphia 





before the war, was used chiefly by small 
countries and was an exceptional and an un- 
usual thing. When employed on the scale of 
recent years, however, it involved serious con- 
sequences. It makes a dangerous expansion 
of credit in boom times. In effect the same 
gold is counted more than once as a basis 
for bank credit. A reverse situation presents 
itself when in times of crisis and shock there 
is a frightened concerted effort to convert 
foreign balances into gold. Precisely this 
happened in 1931, and must be avoided in the 
future. It is an abnormal situation when 
various countries have large volumes of quick 
claims on other countries which expose the 
debtor countries to sudden and unpredictable 
withdrawals of funds. 

This situation was greatly complicated by 
trade policies all over the world. Tariffs had 
been high and rising, so that nations under 
pressure to make sudden payments could not 
make adequate use of the normal method of 
increasing their exports of goods.  Inter- 
national payments are normally made pri- 
marily by goods, with gold used only to settle 
small balances, and with credit used _ pri- 
marily to bridge over seasonal periods be- 
tween the time of maximum imports and the 
time of maximum exports. The gold of the 
world is abundantly adequate for normal 
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purposes of this kind, and if exports and 
imports could pay for one another, the de- 
mands for credit could be easily supplied. 
But as difficulties have come in international 
credit relations, the yarious nations, on a 
theory of self-protection, have tended to in- 
crease the tariffs, and consequently to in- 
crease the credit difficulties. 


Important New Steps in Cooperation 
The acute difficulties of 1931 have led to 
important cooperation, national and interna- 
tional : 


1. American banks at the instance of Presi- 
dent Hoover have joined in the formation 
of the National Credit Corporation. 


2. Seven governments, including the govern- 
ment of the United States, joined in the 
London Conference in July in recommend- 
ing :— 

(a) that the central banks, including the 
Federal Reserve banks, renew their 
credit of $100,000,000 to the Reichs- 
bank ; 

(b) that the bankers of the world main- 

tain the volume of credits they had 

already extended to Germany, and 


(c) that the Bank for International Set- 
tlements set up a committee to con- 
sider the immediate further credit 
needs of Germany and the possibili- 
ties of funding a portion of the exist- 
ing short-term credits. 

3. The bankers of the world have united in 
meeting these requests of the governments. 
One of the results of this cooperation is 
the Standstill Agreement. 

As is always the case in times of rigorous 
readjustment, the year 1931.destroyed many 
illusions and brought us face to face with 
realities. Few can now believe that it is pos- 
sible by mere optimism or by legerdemain in 
the use of credit to restore the buoyant pros- 
perity of 1929. It is now clear that there 
must be a radical readjustment of policies. 

It is possible to add, however, that senti- 
ment is worse than facts. In the midst of 
the crisis an immense volume of business 
still goes on and a great structure of values 
and credits stands. The level of values and 
the volume of business are both depressed by 
fear of the unknown, far below the level 
justified by the facts, and both are capable 
of substantial revival with a mere change in 
emotional attitude. 
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The Manhattan Company Building 
40 Wall Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 
Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 


Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 


International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 
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AMERICAN PEOPLE HAVE ENCOUNTERED AND 


MASTERED MORE SEVERE DEPRESSIONS 
REMEDIAL MEASURES AND PATH TO RECOVERY MORE 
CLEARLY INDICATED 


ALEXANDER D. NOYES 
Financial Editor of the New York Times 








(Epitor’s Note: Mr. Noyes brings to his appraisal of the extraordinary financial and 
economic reactions of the past year a judgment ripened by mature experience, keen obser- 
vation and a scholarly grasp of what history teaches. Profoundly as business, industry 
and finance, both in this country and abroad have been affected by this period of depres- 
sion, Mr. Noyes presents evidence that this country has safely navigated through more 
severe crises in the past and that it is today in position to initiate individual activity and 


the forces that make for genuine recovery.) 


HE turn of a year, especially after so 

extraordinary and abnormal a financial 

twelvemonth as 1931, gives occasion for 
surveying the events of the period in larger 
perspective than was possible while the events 
were happening. It is not that an economic 
situation necessarily enters a new phase on 
New Year’s day; the more or less prevalent 
idea to that effect may be classed with the 
traditional and usually futile resolving by an 
individual that he will “turn over a new leaf” 
with the opening of a new year. But the 
occasion at least gives opportunity for a 
more comprehensive survey of the immediate 
past. Perhaps the first question which will 
come to mind, regarding the course of finan- 
cial, industrial and economic depressions 
since 1929, and especially in 1931, relates to 
the very familiar assertion that that is the 
worst depression that the United States has 
ever experienced. 


The Depression Not the Most Severe 

It may unhesitatingly be said that the 
assertion is not correct. Undoubtedly this 
depression has presented certain complicating 
aspects which have not appeared in any 
period of the kind during nearly a century 
past. In that category will be placed the 
crisis encountered in the matter of their cur- 
rency by several of the first-class govern 
ments at once; the sensational run on the gold 
reserves of three central banks by foreign 
holders of ordinary working credits in the 
markets of such countries; the abandonment 
of gold payments by several of them and the 
default or moratorium on ordinary debt 
service by others. These phenomena are cor- 
rectly enough described as the reckoning for 


the prodigious waste of capital and creation 
of government obligations during the great 
European war. Exactly the same phenom- 
enon, equally world-wide in its scope, was 
witnessed ten or fifteen years after the end 
of the Napoleonic wars. But it came then 
as a complicating influence on a world situa- 
tion which, in the matter of international 
credit engagements and international invest- 
ments, was a small thing compared with the 
international relations left by the ventures 
in public credit during the period from Au- 
gust, 1914, to the middle of 1919. 

In that respect there may appear to be 
ground for the contention that this is the 
most formidable and destructive financial de- 
pression of our time. There would be better 
argument for that contention, however, if the 
assertion simply were that this is the worst 
economic reaction experienced by Europe it- 
self in many generations. If, however, we 
are talking of America and the scope of 
American depression, then it must first be 
observed that our country, in its larger fi- 
nance and economy, has been the least af- 
fected in its own affairs by these events in 
kurope of any country in the world. There 
has been no loss of working capital, recalled 
by panic stricken Europe—capital which had 
been borrowed to conduct American business 
and which could not be spared. We ourselves 
have been the creditor nation. 

Even so, our country could naturally not 
escape some consequences of the European 
situation, notably in the alarm excited over 
the very large amount of American capital 
invested in securities of countries immediate- 
ly under such influences. In this regard the 
United States has been in the position occu- 
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pied by Great Britain during the world de- 
pressions of 1878 and 1857. But financial 
history does not place the severest scope of 
actual depression in those periods on the 
British markets. On the contrary, they were 
the support of other hard-pressed countries, 
and were the first both to recover individual 
activity and to resume investment in the 
rest of the world. 


America in Position to Initiate Recovery 


There can be little reasonable doubt that 
this is the experience now ahead of the 
United States. Our ready and triumphant 
meeting of the panicky raid of Europe on 
our gold last October was the surest proof of 
it. It is true that, in depressions such as 
those which followed the panics of 1893 and 
1873 (and in a measure, that of 1907), the 
violence of reaction in the United States was 
mitigated and eventual recovery here pro- 
moted by the fact that Europe, especially 
England, had suffered less than we, had re- 
covered more quickly, and therefore was in 
the position, during such years as 1895 and 
1878, to turn its attention again to the de- 
velopment of America with European capital, 
leading to the American recovery of those 
years. But here again, large allowance must 
be made for the fact that, in these matters 
of financial world-leadership, of power to 
finance the outside world and of capacity 
both to lead recovery and to give a helping 
hand to nations which had been hardest-hit, 
the tables have been turned as compared with 
the Nineties and the Seventies. The United 
States is now in the position occupied then 
by England and the stronger European coun- 
tries. 

That of itself does not meet the conten- 
tion that the present depression in the United 
States is unprecedented in scope and sever- 
ity. Nevertheless, that belief may be easily 
disposed of. The episodes of 1930 and 193 
in the United States were not characterized 
by currency difficulties, whereas in the 
year after the panic of 1898 the United States 
Government was on the verge of suspending 
ordinary payments and of complete break- 
down of credit—also, at one time, within ¢ 
few hours of lapse to a depreciated money 
standard. There has been no formidable 
demonstration in the way of “labor war” on 
the present occasion, whereas even in 1921 
and 1922 complications of that sort were 
recurrent on the largest scale, and whereas 
in 1894 and 1874 the attitude of labor pre- 
sented repeatedly the picture of industrial 
insurrection. It involved in 1894 the abso- 
lute holding-up of transportation centering 
on Chicago and required a detachment of the 





regular army to ensure delivery of the mails. 
In 1877 it was marked by riots and blood- 
shed which in the end equally necessitated 
Multary protection. 


Effect of Fall of Prices 

The fall in world prices has greatly com- 
plicated, if it has not primarily caused, many 
of the most difficult problems of the present 
industrial situation. It might be said that 
the most thoughtful economists had predicted 
precisely such reversion toward the _ pre- 
war price average, ever since the war-time 
influences which caused the abnormally high 
prices of 1918 and 1920 had disappeared. It 
might be contended also that the inevitable 
readjustment was made far more difficult, 
first through the stubborn maintenance, up 
to the middle of 1929, of prices 30 or 40 per 
cent above the pre-war level, and next by the 
sudden collapse of financial markets late in 
1929. Yet even so, the Labor Bureau's 
weighed average of commodity prices shows 
that the decline of 30 per cent in the two and 
a half years after the middle of 1929 com- 
pares with a fall of 4534 per cent in the 
eight months after May 20, 1921. 

Few people will contend that the high 
prices of 1919 and 1920 had not caused na- 
tion-wide engagements of capital on the basis 
of values then prevailing, similar to those 
which were occasioned during 1928 and 1929. 
It will probably be contended that the fall in 
agricultural commodities has on this ocea- 
sion been out of all proportion to other reac- 
tions of the kind; that cotton has fallen to 
the lowest price since 1899 and wheat to the 
lowest since 1852. But to this the answer is 
that cotton, in the thirty-two years since 
1899, has repeatedly fallen nearly to last 
year’s low price, and that wheat in 1895 sold 
at 483¢e. on the Chicago market after having 
sold at $1.16 a very few years before. The 
low price of this present period, 445e. last 
October, is at least not far below the 1894 
level. Bank failures have been a tragic in- 
cident of the present depression. Sut in 
scope, magnitude and disastrous complica- 
tions, the record will certainly make no star- 
tling comparison with either 1894 or 1874. 


Psychological Factors to Contend With 

All this does not give the reason for the 
admitted fact that popular discouragement, 
display of fright and despair equally by the 
markets and by the community at large—not 
to mention actual hoarding of cash in pro- 
digious sums—have prevailed on the present 
occasion as they had possibly never prevailed 
before in this country—unless we are to go 
back on the record to such hard-times epi- 
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sodes as those which accompanied 1857 and 
1837. For this manifestation of popular ter- 
ror and dismay on the present occasion there 
have been numerous reasons, not necessarily 
arising from the relative magnitude of eco- 
nomic disaster. 
30th home and 
pointed out that 


foreign observers have 
the striking and in some 
ways wholly exceptional characteristic of 
the recent financial and industrial reaction 
has been that it immediately followed what 
was perhaps the most extravagant manifes- 
tation of impossible hopes, the wildest craze 
for the speculative over-valuation of every- 
thing, that has occurred in the United States 
during our time. Many thoughtful students 
of the phenomena of the day have concluded 
that the psychology which made possible the 
mad speculation for the rise in 1929 has had 
its necessary supplement in an equally hys- 
terical popular idea, during 1931, that there 
could be no bottom to values in the period 
of reaction and no end to economic de- 
pression. 

Domestic Markets Responsive to European 

Influences 

But there is something more than this. 
Europe’s financial catastrophes have affected 
the imagination of our own community as 








they could not have affected it on any previ- 
ous occasion, and as similar foreign disasters 
could not have affected the great centers of 
world finance in Europe a generation ago. 
One~single and impressive fact about our 
existing state of mind has been largely over- 
looked. It is, that in the first half of 1931 
our markets and, in a degree, our business 
affairs, were pursuing the course of gradual 
recuperation which would have been expected 
about that time in older periods of depres- 
sion. Even the New York stock market “ay- 
erages” declined barely 4 per cent in the 
first half of 1931, the average of domestic 
bonds only 1 per cent. It was left for the 
second half of 1931, when financial Europe 
was suddenly seized with panic of its own 
and started a run on markets holding foreign 
capital and on foreign central banks, which 
ended in the disastrous events of last sum- 
mer and autumn. 


It was then that the all but perpendicular 
decline in values of investment securities 
occurred. Yet it is still impossible to say 
how far that decline was attributable to any 
intelligent view of the actual situation and 
outlook in America, or how far it signified 
an outbreak of hysteria caused by the Euro- 
pean demonstration. It will hardly be con- 





40 TRUST COMPANIES 


tended that the financial fortunes of the 
United States, in the middle of 1931, were 
so dependent on and so closely bound up 
with the vicissitudes of Europe that events 
across the Atlantic would necessarily have 
created a wholly new and entirely disastrous 
situation in cur own country. 


Remedial Measures More Clearly Indicated 

Such considerations do not disprove the 
sufficiently evident fact that the economic 
reaction in our own country has been serious 
and that the existing situation is trying. That 
it is at bottom no more serious than the 
situation which arose at this juncture in 
numerous other after-panic depressions, yet 
that revival followed then in due course, with 
eventual return of prosperity, need not blind 
us to the remedial measures, the altered 
financial and social policies, which are clearly 
indicated. The important fact of the moment 
is that the fall in prices has as a whole be- 
come negligible in the past five or six months. 
3ut, on the other hand, there has been no 
sustained recovery, and meantime the great 
mass of indebtedness, much of it rashly in- 
curred when prices were 20 or 30 per cent 
higher, remains to be met or adjusted. This 
much of reassurance exists in that respect: 
the characteristic shape taken by new com- 
pany borrowing, during the excited days of 
1928 and 1929, was in stock, not bonds, and 
there was very extensive conversion of cor- 
poration indebtedness from the one form into 
the other, 


That movement, conducted as it was, re- 
flected largely the delusions of the hour, 
and individual investors or speculators who 
participated in it have incurred heavy losses. 
But at least the load of new company obli- 
gations was predominantly in the nature of 
partnership by the public in the enterprises, 
and not of accumulated debt whose interest 
and principal must be paid. As against this 
reassuring consideration, our municipalities 
and public bodies are paying the penalty for 
their frequently reckless experiments of that 
period in piling up fixed indebtedness. Their 
predicament is perhaps the outstanding proh- 
lem of the moment. 

Yet this is nothing new in the history of 
depressions, and the problem was always in 
due course solved. The international debt 
remains, and in many respects it is a wholly 
novel complicating problem. The encourag- 
ing fact regarding it is that, despite the wide 
diversity of opinion in the matter, at Jeast 
the nature of the problem is clearly and 
frankly recognized, and with it the path 
which, in one way or another, the govern- 
ments must pursue. 


PRUDENTIAL INSURANCE COMPANY 
ESTABLISHES NEW RECORD 

The Prudential Insurance Company of 
Newark, N. J., reports that during November 
more than a million of new policies were 
issued, exceeding the total for any one month 
in the company’s fifty-six years of existence. 
The representatives of the Prudential car- 
ried out a special campaign in honor of 
Edward D. Duffield, its president, on the 
occasion of his twenty-fifth anniversary of 
service with the institution. More than 900,- 
000 weekly-premium policies were issued dur- 
ing the months for a total of more than 
$165,000,000 with a record for one week of 
386,392 policies. There was also an issue of 
68,000 monthly-premium policies with a total 
in excess of $45.000,000. More than 200 
business concerns, including banks and trust 
companies, installed Prudential group or 
wholesale insurance plans for their employees 
and ordinary insurance applications were re- 
ceived for more than $430,000,000 of insur- 
ance. 


TRUST MAN FOR A. I. B. VICE-PRESIDENT 

W. W. Jacka, assistant vice-president of 
the Bank of America, California, in charge 
of the trust department for Santa Clara, 
Santa Cruz, San Benito and San Luis Obispo 
Counties, is candidate for vice-president of 
the American Institute of Banking and will 
come up for election at the meeting in June 
in Los Angeles. 

Mr. Jacka is one of the best trust men in 
the country and in addition to his duties in 
connection with the trust department of his 
bank has been very active in American In- 
stitute and other educational lines. Gradu- 
ated from the University of St. Ignatius in 
1919, he was admitted to practice law 
in California the same year. He has at- 
tended the past five national A. I. B. con- 
ventions, was on the program at three of 
these, and acted as vice-chairman of the 
Trust Conference in Denver in 1930 and 
chairman of the Trust Conference in Pitts- 
burgh in 1931. 

J. B. Kirby has been promoted from third 
vice-president to president of the Safe De- 
posit & Trust Company of Baltimore, Md., 
succeeding J. J. Nelligan, who has been ad- 
vanced to chairman of board, filling the post 
of the late Henry Walters. 

Stock acquired by the exercise of rights 
must itself have been held for more than two 
years in order to be classified as a “capital 
asset,” under an important ruling just an- 
nounced by the Internal Revenue Bureau. 
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REVIEW OF IMPORTANT DECISIONS DURING 193T 
AFFECTING TAXATION OF ESTATES AND TRUSTS 


NEW DOCTRINES OF TAXATION ESTABLISHED 


RUSSELL L. BRADFORD 
Of the New York Bar 





(Epitor’s NOTE: 





The following survey of leading and more important cases of the 


past year affecting taxation of estates and trusts acquires exceptional interest because 


of decisions that go to the very root of principle and jurisprudence. 
dwells upon the recent decision of the U. 8. 


Mr. Bradford also 
Supreme Court which established the doc- 


trine in respect to such intangibles as bonds, notes, bank deposits, negotiable instruments, 


ete., to shares of corporations. 


Other notable cases reviewed relate to gifts in contem- 


plation of death, estates held jointly and by the entirety; income taxes, and some inter- 


esting decisions of state courts.) 


HE condition of the world, particularly 

in its financial and business aspects, 

arrests the attention not only of finan- 
ciers, economists, publicists and statemen 
generally, but the widespread depression and 
the abandonment by so many important pri- 
mary nations of the gold standard is a mat- 
ter that has interested peoples generally 
throughout the world. As business falls off, 
and as commerce slackens, and as currency 
becomes depreciated, the ability of a govern- 


meat to balance its budget is made more 
difficult. 

In prosperous times, with the rapid turn- 
over of business, with currency stabilized, 


and commerce in full swing, revenue for gov- 
ernment is easily obtained. The tax burdens 
in normal times or in times of increasing 
business and commercial activity may appear 
to be relatively light. That is to say, the 
rate of the tax may be low because it will 
apply to a very large base consisting of large 
incomes, large estates, and the many busi- 
ness and commercial activities subject to 
governmental excises. But when income is 
reduced and industry and commerce lag, the 
rate of tax must be increased because it 
would apply to a narrower and more re- 
stricted base. This is nothing more in the end 
than the law of diminishing returns. There is 
always a point either under the rule of in- 
creasing or diminishing returns at which 
revenue will reach its largest volume. This 
rule applies equally to fiscal matters as well 
as to matters of sheer economy and private 
industry. It is obvious, therefore, that taxes 
must be increased. Unless funds are easily 
and readily available, the functioning of 


government is awkward and stumbling. 





Government Must Carry On 

Business depression and financial instabil- 
ity, while affecting the wealth of the people 
and fiscal system of governments, neverthe- 
less have not changed necessarily the tastes 
and needs of peoples in respect of the obli- 
gations and duties expected of governments. 
The mere fact that one is less wealthy this 
year than last year does not dull or lessen 
the desire to have good sidewalks, a hygienic 
city or village in which to live, properly 
heated and ventilated schools which his chil- 
dren shall attend, adequate police and fire 
protection, nor does one release the Federal 
Government from the obligation to protect 
him in whatsoever soil he may be. 


Governments may obtain money in only 
two ways, in ultimate effect by only one 
process. It may borrow, and it may tax. 


If it borrows it merely taxes subsequently 
to pay for expenditures presently made. 
Therefore, in order to meet the needs and re- 
quirements of a highly complex, civllized and, 
to some extent cultured people, the govern- 
ment must carry on regardless of economic 
conditions. Obviously this may be done only 
by increasing the rate of tax where there is 
a lessening of the things or incidents taxable. 


Fiduciaries Interested in New Tax Proposals 
and Decisions 

The Congress, as well as the legislatures 
in many of the states, is now sitting, and 
probably throughout the country tax rates of 
every kind will be increased, or new sources 
of taxation will be found in order to furnish 
to government, national, state and local, suf- 
ficient funds to meet the requirements that 
the localities and the country demand. It is 
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well, therefore, that fiduciaries (executors, 
trustees, committees, guardians and others) 
should keep abreast not only of the move- 
ment for higher taxes (because these affect 
rates alone) but in respect of the judicial 
interpretation of such tax laws as now exist 
in order to read the signs of the times for 
the purpose of gauging the correctness of any 
probable new tax laws. “Such a duty is par 
ticularly incumbent upon executors and trus- 
tees. 


It is with the above thought in mind, and 
because of the acute interest at this time 
in taxation, that the following brief survey 
of some of the leading decisions rendered 
(in main) by the Supreme Court of the 
United States respecting the Federal tax 
laws (Federal estate tax and income taxes) 
is undertaken. 

The year 1931 was plethoric in judicial 
interpretations of tax problems. Some of the 
cases decided go to the very root of principle 
and jurisprudence, others merely are inter- 
pretated of some statute, while others revolve 
around only questions of laches (the statutes 
of limitations) or of facts. 


Supreme Court Decision on Inheritance Taxes 
Affecting Stocks 


Probably the leading case, and one of the 
most striking in importance, is a decision 
rendered on January 4, 1932 of the First Na- 
tional Bank of Boston (Haskell Estate) vs. 
Maine' which extended the doctrine laid 
down in the case of the Farmers Loan & 
Trust Company vs. Minnesota? and Baldwin 
vs. Missouri* in respect of such intangibles 
as ‘bonds, notes, bank deposits, negotiable 
instruments, ete. to stocks of corporations. 

The issue presented in that case was 
whether a resident decedent of the State of 
Massachusetts who owned stock in a Maine 
corporation could be subjected to the inheri- 
tance tax of the State of Maine upon the 
transfer by death of the stock of that cor- 
poration. The Supreme Court of Maine had 
upheld the validity of the tax. So also had 
the Supreme Courts of Arkansas,‘ Kentucky,® 
and Minnesota,® as well as the lower courts 
of New York’*™ and Ohio.’ Mr. Justice Suth- 
erland, speaking for the majority of the 
Court (Mr. Justice Stone, with whom Mr. 
Justice Holmes and Mr. Justice Brandeis 
concurred, dissenting) stated that real estate 
had never been subject to tax but by one 
jurisdiction, and that latterly tangible per- 
sonalty with a permanent situs could be sub- 
jected to tax by only one state® and that cer- 
tain intangibles could be taxed by only one 
taxing jurisdiction®*” and that no practical 
difference should be drawn between one class 
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of intangibles and another class. In conse- 
sequence, it was held that stocks being in- 
tangibles were assumed to have a situs, for 
the purpose of taxation, at the domicile of 
the owner of the stock and not elsewhere. 
In other words, for all classes of property 
except intangible personalty the situs of the 
property itself controlled the power of the 
taxing jurisdiction to impose the tax, and 
in the ease of intangibles it was deemed ex- 
pedient and convenient in this day to con- 
tinue the fiction of mobilia sequuntur person- 
am and thus attribute to intangibles a local- 
ization or situs at the domicile of the owner 
thereof. This case would seem now to settle 
the much mooted and debated question of 
the situs of intangibles for taxation. 


Application of Federal Estate Tax 

How far the case of the First National 
Bank vs. Maine will apply to the Federal 
estate tax in its aplication to non-resident 
decedents who may own stock in American 
corporations has yet to be decided. The 
power of the Federal Government to tax is in 
some respects different from that of the 
states. The Federal Government has extra- 
territorial jurisdiction;“ a state has _ not. 
On the other hand the Supreme Court of 
the United States has laid down the prin- 
ciple that the incidence of a death tax 
(whether estate, inheritance, transfer, or leg- 
acy tax) is the transfer at or by reason of 
death, and that the locality having control 
over that event should be the only jurisdic- 
tion that properly might impose the tax. In 
consideration of this observation, it may not 
be inexpedient to compare Hidman vs. Mar- 
tinez.” 


But the important decisions of the courts 
in death duties were not confined to the 
First National Bank vs. Maine case, and 
which case extended logically and appropri- 
ately the doctrine laid down in 1930 in the 
Farmers Loan & Trust Company vs. Minne- 


1U nreported as yet. 

2280 U.S. 204. 

3281 U.S. 586. 

4Bank of Commerce & Trust Co. vs. Gates, 45 Ark. 558. 

5Equitable Trust Co., Exr. vs.Tax Commission of Kentucky, 
Court of Appeals of Kentucky, Commerce Clearing House 
Inheritance Tax Service 1930-1932, Par. 6518. 


6IJn re Lund’s Estate, 183 Minn. 368; 236 N. W. 626. 
7In re Sacks Estate, 138 Misc. 806 (aff'd 232 App. Div. 433). 


7-aEstate of Sanderson, Commerce Clearing House Inherit- 
ance Tax Service 1930-1932, Par. 6380. 


8City Bank Farmers Trust Co. vs. Tax Commission of Ohio, 
not reported as yet. 

Frick vs. Pennsylvania, 268 U.S. 473. 

10Beidler vs. State Tax Commission of South Carolina, 
282 U.S. 1. 

United States vs. Bennett, 232 U.S. 299. 


12184 U.S. 578. 
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for the 
Court decided the case of 


States Supreme 
Burnet, Commis- 
sioner, vs. Northern Trust Company,” and 
Morsman vs. Commissioner“ which = an- 
nounced what was thought at the moment 


to be a new doctrine. 


sota case, 


Other Decisions Relating to Death Duties 

These cases presented the following: 
Whether an irrevocable transfer in trust pro- 
viding for the payment of the income from 
said trust to the grantor during his life, and 
upon his death the income or remainder 
over to someone was subject to the 
Federal estate tax? These two cases were 
argued on February 27, 1931, and were de- 
cided on March 2, 1931. It was held very 
definitely that such a transfer was not one 
to take effect in possession or enjoyment at 
or after death and thus not within the pur- 
view of the Federal Estate Tax Acts, in that 
there was at the time of death nothing trans- 
ferred, but merely the obliteration of such 
interest as the life tenant held. But these 
cases should not have been so surprising for 
the decision was foreshadowed by a _ prior 
decision of the United States Supreme Court 
(and referred to in the article by the writer 
in the January, 1931, Trust COMPANIES Mag- 
azine, p. 24) in May vs. Heiner.” AS a 
matter of fact, the Northern Trust Company 
case and the Morsman case were decided by 
per curiam opinions, and upon the authority 
of May vs. Heiner. 


else, 


It may be pertinent here, too, to observe 
that the day following the decision by the 
Supreme Court in these two cases (and also 
the case of McCormick vs. Commissioner™ 
hereinafter referred to), the Congress amend- 
ed the Federal estate tax law, and the Presi- 
dent signed the bill, so as to bring within 
the terms of the statute the transactions 
presented in those cases. This additional 
provision of the statute which amended Sec- 
tion 302c of the Revenue Act of 1926, effective 
as of and from March 3, 1931, brought within 
the scope of said section 302 the following 
classes of transfers: 

“including a transfer under which the 
transferror has retained for his life, or any 
period not ending before his death, (1) the 
possession or enjoyment of, or the income 
from, the property or (2) the right to desig- 
nate the persons who shall possess or enjoy 
the property or the income therefrom; * * *” 


Therefore, in view of the statutory amend- 
ment, the question of statutory construction 
probably no longer remains, but the intro- 
duction into the law of a provision undertak- 
ing to impose a tax upon transactions similar 
eases above referred to does 


to those in the 
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not necessarily preclude the challenge as to 
the constitutionality of the provision. It 
would seem highly probable that when the 
Government undertakes to impose a death 
duty upon an irevocable transfer made prior 
to death under the amendment to this statute 
the validity of this provision will be chal- 
lenged in the courts. 

The McCormick case above referred to may 
in some aspects be considered a corallary of 
the Morsman and Northern Trust Company 


cases (as the three cases were heard to- 
gether). It is different, however, in that 


the income under the McCormick trust was 
not specifically reserved to the grantor. The 
provision of that trust was that the income 
should be accumulated for the benefit of the 
three children of the grantor and she could 
use no portion of the income except as and 
when her income from other sources fell 
below the sum of $250,000 a year. The trust 
also provided that the transfer could be re- 
voked by the grantor with the consent of 
one or more of the beneficiaries, and also 
provided that in case the three beneficiaries 


18283 U.S. 782. 
14283 U.S. 783. 
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predeceased the grantor, the property should 
revert to the grantor. The Supreme Court 
of the United States in a per curiam opinion 
held this transfer in trust not taxable. 


Gifts in Contemplation of Death 

The question of the constitutionality of the 
statute taxing gifts made in contemplation 
of death, and even of the definition of “con- 
templation of death’ was at last (and for 
the first time) presented to the United States 
Supreme Court in 1931. The first of the two 
major cases to reach the Supreme Court 
was that of Williken vs. United States" de- 
cided March 2, 1951. 

In this case, for the purposes of the record, 
the transfer was admitted to have been made 
in contemplation of death. Therefor, the 
‘ase presented solely the question of the con- 
stitutionality of the law. The Supreme 
Court held the statute constitutional. The 
facts in that case necessarily presented two 
phases of the challenge to its constitutional- 
ity. The transfer was made in 1916 when 
the tax rates reach a maximum of ten per 
centum. The donor died in 1920 and during 
the operation of the Revenue Act of 1918 
when the maximum tax rates were 25 per 
centum. The Federal Government had im- 
posed the tax upon this property at a rate 
of 25 per centum. This situation presented 
the question whether the Congress could in- 
crease retroactively a tax already attached. 
The second question was whether property 
conveyed before death could be assumed to 
be a part of property transferred at death 
so that the value of such property could be 
added to the value of the property passing 
in fact at death and upon the combined value 
of the two a graduated tax applied. The 
Supreme Court sustained the tax. However, 
it may be interesting to point out that Mr. 
Justice Stone who delivered the opinion 
stated at p. 22 that 

“In 1916, 29 states and one territory im- 
posed tares on gifts in contemplation of 
death at the same rate as on estates passing 
at death.” 

He then referred to a number of states, 
including those of California and New York. 
In the footnote of the opinion, it is stated: 

“Most of these [referring to the above 
states| provided for appraisal of the value of 
the property as of the date of decedent’s 
death; but a few (Indiana, Kansas and Wis- 
consin) provided for valuation as of the 
date of transfer. The statutes are collected 
in Gleason and Otis, Inheritance Taxation 
(1st. ed.).” 

This observation of Mr. Justice Stone is 
obviously incorrect. The decisions of the 


courts of New York and California are di- 
rectly to the contrary and those decisions 
have been extant for a number of years. 
In New York the Matter of Hodges" has been 
the controlling case. The Court of Appeals 
of New York very definitely held that a gift 
subject to tax as one made in contemplation 
of death must be taxed as of the date of 
the transfer upon the yalue thereof at that 
time, and was subject also to the separate 
exemptions applying to the transfer. In 
fact, the New York transfer tax was not 
exclusively a death tax. It was a transfer 
tax as well as a death tax. The California 
Supreme Court similarly had held in Cham- 
bers vs. Lamb.” 


“Inter Vivos’” Gift May Be Taxed 

The startling part of the decision is not 
so much in upholding the constitutionality 
of a gift in contemplation of death, but in 
holding that the inter vivos gift my be taxed 
(1) asa part of the estate and the graduated 
rate applied to property which the taxpayer 
had not owned for a period, in this case, of 
years, together with the value of property he 
owned at death, and (2) that the rate could 
be increased after the act of transfer was 
complete. This is covered in the Court’s 
statement (p. 23) :— 

“Not only was the decedent left inno un- 
certainty that the gift he was then making 
was subject to the provisions of the existing 
statute, but in view of its well understood 
purpose he should be regarded as taking his 
chances of any increase in the tax burden 
which might result from carrying out the es- 
tablished policy of taxation under which 
substitutes for testamentary gifts were 
classed and taxed with them.” 

It would seem that the constitutionality 
of a retroactive increase of taxes would be 
highly doubtful if it rested only upon so at- 
tenuated a base. 

However, this unanimous decision of the 
Court disposes of this question, surprising as 
it may appear to students of constitutional 
law and ef the prior decisions of the Court. 


United States vs. Wells 

This case was followed shortly thereafter 
by the case of United States vs. Wells® which 
was decided on April 13, 1981. The opinion 
in this case was read by Mr. Chief Justice 
Hughes. In the Wells case the question 
of fact was presented, and the Court of 
Claims, where the case was tried, found un- 
der the circumstances several facts which in- 


17283 U.S. 15. 
18215 N. Y. 447. 
19186 Cal. 261. 
20283 U.S. 102. 
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templation of death, and applying its specific 
findings, the Court of Claims in its opinion 
held the transfer was not in contemplation 


dicated the transfer was not 


of death. It did this without making a find- 
ing of the ultimate fact. The Supreme 
Court condemned the practice of undertaking 
to find the ultimate fact in an opinion, but 
instead of sending the case back for the 
finding of what the Court of Claims neces- 
sarily would have found as an ultimate fact, 
decided the case as though the Court of 
Claims had found such ultimate fact. 

There was therefore brought up the ques- 
tion of the definition of ‘contemplation of 
death.” ‘This case should be read in order 
to get the full significance of the Supreme 
Court’s attitude of mind of the meaning of 
gifts claimed to be made in contemplation 
of death. A gift in contemplation of death 
cannot be confined to the limits of a lexi- 
cographer’s terse definition, but rests upon 
facts and circumstances so varied and dis- 
similar that the Court fcand it necessary to 
approach the definition by means of illustra- 
tion. For instance, the Chief Justice re- 
ferred to the fact that the words “in con- 
templation of death” mean “that the thought 
of death is the impelling cause of the trans- 
fer’; and that to constitute “contemplation 
of death” death must be the “dominant” mo- 
tive: and again that contemplation of death 
must “be the inducing cause of the transfer,” 
and again the Court used the word ‘“deter- 
minative”’ motive. 

The Court held the transfer in this case 
was not in contemplation of death. Shortly 
after that the Government asked for certio- 
rari in the John Wanamaker Estate" which 
the Supreme Court of the United States 
denied* upon the ground no doubt that the 
fact having been found in the lower court 
that the transfer was not made in contem- 
plation of death, there was nothing for the 
higher court to pass upon except the pro- 
priety of the applicability, as a matter of 
law, of the definition of gifts made in con- 
templation of death to the state of facts. 
Having defined the meaning of the words in 
a prior case, there was nothing left for the 
Supreme Court to pass upon in that ease. 

Relatively the same observation may be 
made of the action of the Court in the case 
of First National Bank, Admr. vs. Commis- 
sioner®™ wherein the United States Supreme 
Court denied certiorari to the petitioner as 
the lower court had found as a fact that 
the transfer was made in contemplation of 
death, in that no evidence was presented 


that it was not. 
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Gifts in Contemplation of Death 

This case was followed by another impor- 
tance case, more important because of the 
size of the tax involved than because of the 
intricacy of any question of law presented, 
that of The Farmers’ Loan and Trust Com- 
pany, Trustee under a Trust made by Wil- 
liam Waldorf Astor vs. Bowers, Collector.** 
A reading of the opinion of the United States 
District Court for the Southern District of 
New York in this case will indicate the ap- 
plicability of the definition in the Wells case 
to cases of gifts in contemplation of death. 

The United States District Court for the 
Northern District of Ohio in Brown vs. Rout- 
cahn*® held a gift to be made in contempla- 
tion of death where the court determined 
that the motive prompting the transfer was 
to protect the estate from death taxes. In 
other words, in effect, the court held that if 
the purpose of creating the trust was to avoid 
the Federal estate tax or death duties, then 
the transfer, because of this attempt to save 
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283 U.S. 845. 

uD. C.S.D.N. Y.,C.C. H. Par. 6508a. 


23D. C. N. D. Ohio, reported in Commerce Clearing House 
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taxes, constituted one in contemplation of 
death. 


Such a proposition of law emanating from 
a court seems unusual, at least. If a donor 
gives property away in order to avoid pay- 
ing a death duty upon that property, to say 
that it was made in contemplation of death 
and would not avoid the death duty is obvi- 
ously a contradiction in terms. As a practical 
matter it is shocking to the normal person to 
assume that if, upon marriage or upon such 
other occasion when in good and in excellent 
health and possessed of a fortune, he should 
make a gift of a portion thereof to his wife 
or to his children in order that when he died 
there would be no death duty upon it, that 
such a transfer could be considered one in 
contemplation of death. 


Proper Avoidance of Tax 

The law in the United States is so well 
settled that it would now seem fatuous to 
question that it is the right and privilege 
of a citizen-taxpayer to avoid taxes whenso- 
ever this may be practicable within the law. 
It may indeed, in cases of fiduciaries, be a 
duty to avoid and minimize taxes. The Su- 
preme Court of the United States in United 
States vs. Merriam*® quoting at page 18S 
from the decision of the House of Lords in 
the case of Partington vs. Attorney General, 
stated : 


“T am not at all sure that, in a case of 
this kind—a fiscal case— form is not amply 
sufficient ; because, as I understand the prin- 
ciple of all fiscal legislation, it is this: If the 
person sought to be taxed comes within the 
letter of the law he must be tared, however 
great the hardship may appear to the judi- 
cial mind to be. On the other hand, if the 
Crown, seeking to recover the tax, cannot 
bring the subject within the letter of the law, 
the subject is free, however apparently within 
the spirit of the law the case might other- 
wise appear to be.” 

In the decision of the English case of 
Attorney-General vs. Duke of Richmond, 
Gordon and Lennox” which was a death 
duty case, the English court took exactly the 
opposite position to that taken by the learned 
judge in Brown vs. Routzahn. In the Duke 
of Richmond case, the English court said: 


“The argument of the Crown treats this 
as though it were like the old succession duty 
and attached at the time of the passing of 
the Act as if that were the creation of a suc- 
cession. But this duty does not arise until 


death, and a man is perfectly entitled, if he 
can, to avoid the payment of duty by dis- 
posing of his property in any way not for- 


bidden by the Act. The argument that his 
motive is to escaped duty appears to me 
wholly irrelevant, because a man is perfectly 
justified in avoiding and escaping the duty 
which will arise in the future, but which has 
not yet attached to any property which he 
possesses.” 


It seems inconceivable that the higher 
courts could sustain so bizarre a doctrine 
as that indicated in Brown vs. Routzahn. 


Presumption as to Gifts in Contemplation of 


Death 


The foregoing cases had to do with issues 
presented as to whether a transfer was in 
fact in contemplation of death or not. Under 
the provisions of the Revenue Act of 1926, 
now operative, the Federal Estate Tax Act 
(See. 302[c]) provides for a conclusive pre- 
sumption that gifts were made in contempla- 
tion of death if made within two years 
thereof. The foregoing cases do not decide 
the constitutionality of this provision of the 
law. Cases involving this question are now 
pending in the courts. In fact, the United 
States Circuit Court of Appeals for the 
Third Circuit in the case of Heiner vs. Don- 
nan, decided on November 11, 1931, certified 
the question of the constitutionality of this 
two year conclusive presumption clause to 
the United States Supreme Court. The lower 
United States Courts have all held that the 
provision in the Revenue Act of 1926 making 
all transfers made within two years of death 
conclusively in contemplation of death is un- 
constitutional. This was held in the First 
Cireuit in Hall vs. White, by the Circuit 
Court of Appeals for the Second Cireuit*® 
in Guinzberg vs. Anderson™® (also court deci- 
sion reported in 51 Fed. [2d] (592), by the 
Third Circuit in the case of Delaware Trust 
Company (DuPont Estate vs. Handy),*° and 
the Board of Tax Appeals has so held in 
American Security & Trust Co. vs. Commis- 
sioner. 

The United States Supreme Court has 
previously held in the case of Schlesinger vs. 
Wisconsin® that a six year conclusive pre- 
sumption of the statute was unconstitutional. 
The Supreme Court of Kentucky held its own 
statute of a three year conclusive presump- 
tion to be unconstitutional.* 
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Estates Held Jointly and by the Entirety 

The Supreme Court also had for decision 
during the past year a corollary of the ques- 
tion presented in Tyler vs. United States,“ 
that is whether joint estates or estates held 
by the entirety where the joint estate or the 
estate by the entirety was created prior to 
the enactment of the Act first undertaking 
to impose the tax could be still subjected 
to tax in the case of a person dying there- 
after. The court held that all estates held 
by the entirety or joint estates created after 
the Revenue Act of 1916 were appropriately 
subject to a tax under the retroactive pro- 
visions of the Revenue Act of 1924 and sub- 
sequent acts. 

The Court, however, did not pass upon 
whether the same would be subject to tax 
if the joint estate or estate by the entirety 
was created before any Federal Estate Tax 
Act had been enacted. This decision was in 
the case of Dime Trust & Safe Deposit Co. 
vs. Phillips’ In this case the court held all 
the property was subject to tax because 
there was no proof as to what portion of 
the property constituted jointly owned prop- 
erty prior to the enactment of the first Fed- 
eral Estate Tax Act. 


Tax on Non-Residents 

Another series of cases decided by the lower 
Federal courts applying to the Federal estate 
tax are those cases having reference to the 
right of the Federal Government to impose a 
ta < upon non-resident decedents in respect of 
intangible securities, the evidences of which 
were physically located in the United States. 

The United States District Court for the 
Southern District of New York in wshenton 
vs. United States’ held that a citizen of 
Great Britain and a resident of Honkong 
who was the owner of no property in the 
United States and who did not transact 
business herein was not subject to tax upon 
stock warrants of a Canadian corporation 
merely because the warrants were located 
in a banking house in New York for safe 
keeping. 

The Board of Tax Appeals had held in 
Brooks vs. Commissioner™ that a non-resident 
decedent citizen of Great Britain not doing 
business within the United States was not 
subject to the Federal estate tax upon cer- 
tain intangible property consisting of stocks 
of foreign corporations and bonds of foreign 
corporations, foreign governments, domestic 
corporations and of domestic municipalities, 
the paper evidences’ of which were located 
in New York City. 

These decisions apply the doctrine laid 
down by the United States Supreme Court 
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in Farmers Loan & Trust Company vs. Min- 
nesota, to the Federal estate tax, and fore- 
shadowed, in a sense, the decision of the 
United States Supreme Court in First Na- 
tional Bank vs. Maine referred to in the 
commencement of this article. 


A late case decided by the United States 
District Court for the Western District of 
Missouri on September 16, 1931, was that 
of Wilson vs. Crooks, Collector.= The court 
held in that case that while the Revenue Act 
of 1926 provides for the taxation of amount 
receivable by the executor as insurance un- 
der policy taken out by the decedent upon 
his own life, the Commissioner has construed 
that provision as providing that insurance 
is deemed to be taken out by the decedent 
in all cases where he pays all the premiums, 
directly or indirectly, and whether or not 
he makes the application for the insurance 
policy. The court also held that the pro- 
ceeds of life insurance policies issued on 
decedent’s application and payable under in- 


1281 U. S. 497. 
76 L. Ed. 68. 
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surance trust agreement to trustee for stock- 
solders to take over decedent’s interest in a 
corporation, premiums having been paid by 
the corporation, were not a part of the gross 
estate for Federal estate tax purposes. 


Income Taxes 

A decision of particular interest to execu- 
tors and trustees is that of the United States 
Supreme Court in Burnet, Commissioner vs 
Whitehouse.” The court in this ease held 
that where an annuity is bequeathed as a 
definite sum payable annually and in all 
events during the donee’s life and is charged 
upon the testator’s whole estate, the pay- 
ments when received by the donee paid from 
the income or the corpus of the estate are 
not part of the donee’s gross income under 
the Revenue Act of 1921 but are excepted 
from gross income as property acquired by 
gift or bequest. Mr. Justice McReynolds who 
read the opinion of the court distinguished 
Irwin vs. Gavit.” 

The facts in this case show that in some 
of the years and to a great extent the pay- 
ments were made out of income. However, 
this fact did not bring the transaction within 
the rule laid down in Irwin vs. Gavit because 
in the Gavit case the only thing left to the 
beneficiary was the income from a certain 
fund, whereas in the Whitehouse case the 
thing bequeathed was a certain amount of 
money each year to be paid out of the es- 
tate of the decedent whether from income 
or principal, and necessarily, if not sufficient 
income, then, of course, out of principal. 

Another decision of importance is that of 
Willeuts, Collector vs. Bunn.” The United 
States Supreme Court in this case held that 
a capital gain made upon the sale of state 
or municipal bonds was subject to the Fed- 
eral income taxes, notwithstanding the lack 
of power in the Federal Government to im- 
pose a tax upon either the principal or in- 
terest of obligations of a state or its instru- 
mentalities. Mr. Justice Hughes rendered 
this opinion and drew a distinction between 
the taxation of the bond or the income there- 
from (Pollock vs. Farmers Loan & Trust 
Company,” and the taxation of a capital gain 
upon the commercial activity of disposing 
of the same at a price in excess of the cost 
price of the said bond. The basis of the 
distinction is in part reflected in the follow- 
ing closing observation of the opinion: 

“Before the power of the Congress to lay 
the excise tax in question can be denied in 
the view that it imposes a burden upon the 
states’ borrowing power, it must appear that 
the burden is real, not imaginary; substan- 
tial, not negligible. We find no basis for 


that conclusion, nor any warrant for imply- 
ing a constitutional restriction to defeat the 
taz.” 


The court did not pass upon whether the 
difference between the price of a bond and 
its maturity value constituted taxable in- 
come. The rulings of the Internal Revenue 
Department are to the contrary. This issue 
was not before the court. 

Another case decided by the Court of 
Claims of interest is that of Kombst vs. 
United States, decided on November 2, 1931.% 
In this case the Court of Claims held that 
a tax paid by the Alien Property Custodian 
upon property seized by the Alien Property 
Custodian from an alien enemy and held by 
him was properly refundable, upon petition 
or claim for refund, by the Alien Property 
Custodian at any time, as the statute of limi- 
tations applying to individuals did not apply 
to the Alien Property Custodian. 


Some Decisions by the State Courts 

Three cases decided by the Court of Errors 
and Appeals of New Jersey are of interest, 
two of them because, in effect, the decisions 
seem contrary to the general rule as laid 
down by the courts of most of the states 
and of the United States Supreme Court. 
These cases involve the inheritance tax law 
of New Jersey. One of these cases is that of 
City Bank Farmers Trust Company, Hxrecu- 
tor, vs. McCutcheon in which it was held 
that where real property was transferred by 
a father to his children and where he imme- 
diately took back a lease for the same for 
a period of ten years at a rental of one 
dollar per year, that such a transfer was 
one intended to take effect in possession or 
enjoyment at or after death in a case where 
the father’s life expectancy, according to 
the mortality tables, was not more than 
eleven and a fraction years. This decision 
is directly contrary to the decision of the 
United States Supreme Court under facts 
almost exactly similar in Nichols vs. Cool- 
idge.* 

Another case was that of the Plainfield 
Trust Co., Admr, vs. McCutcheon, Tax Comp- 
troller.“ This case involved a trust created 
for the benefit of four children in which the 
grantor had made herself the trustee, to- 
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gether with her husband, and provided in 
the trust that the trustees could exercise 
jointly a power of appointment over the in- 
come or the corpus of the property to any- 
one the said trustees saw fit. Notwithstand- 
ing that the grantor could never receive 
back the property and could not enjoy any 
of its uses or benefits, and that her action 
as trustee in appointing to someone other 
than the named beneficiaries of the trust was 
subject to the consent and veto power of her 
husband, the court nevertheless held the 
transfer one intended to take effect in posses- 
sion. or enjoyment at or after death. This 
decision also is in seeming conflict with the 
decisions of the Federal Courts. (Brady vs. 
Ham” White vs. Erskines® and Cover vs. 
Burnet.” 

The other case involved the question of 
contemplation of death, and the New Jersey 
Court of Errors and Appeals held in the 
Matter of Grabfelder,” that a transfer under 
the circumstances in that case was made in 
contemplation of death. The only interest- 
ing phase of this case is the statement in 
the opinion of the vice-chancellor of the lower 
court, the decision of whieh court was af- 
firmed by the higher court, to the effect that 

“It is scarcely necessary to say that even 
if the saving of surtares was a factor con- 
sidered by decedent in concluding to make 
the gift, that does not prevent the gift from 
being a transfer made in contemplation of 
death.” 


Standing alone and without other and sur- 
rounding circumstances this one statement 
would seem to be directly in conflict with 
the opinion of Mr. Justice Holmes (certain- 
ly the implications therefrom) in the decision 
of United States vs. Wells, hereinbefore re- 
ferred to. 


Transfer Tax 


Another decision of interst is the Matter of 
Barstow," decided by the Court of Appeals 
of New York without opinion. The court 
held in this case, affirming the decision of the 
Appellate Division, that where a _ transfer 
held to be one intended to take effect in pos- 
session or enjoyment at or after death was 
made prior to the enactment of a law in- 
creasing the rate of tax, and the basis of 
the tax that the only tax applicable was the 
tax in existence at the time of the transfer, 
if the transfer was wholly irrevocable. In 
this case, also, there was a possibility of 
reverter, that is to say, if the beneficiaries 
of the trust should predecease the grantor 
the property was to revert to the grantor. 
The court held, nevertheless, that the trans- 
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fer, if taxable, was taxable as of the date 
of the transfer and under the law in exis- 
tence at the time of the transfer, there being 
no transfer of property at the date of death 
but merely, as the Supreme Court had indi- 
cated in May vs. Heiner, hereinbefore referred 
to, an obliteration of the interest of the life 
tenant. 

An interesting decision is that of the Su- 
preme Court of the United States in Hoeper 
vs. State Tax Commission of Wisconsin, de- 
cided November 30, 1931. The Wisconsin 
statute provided that income from personal 
property of a husband or wife should all be 
taxed to the husband regardless of the fact 
that some of the income might be from the 
separately owned property of the wife. The 
constitutionality of this law was raised by 
a Wisconsin taxpayer and the higher Court 
of Wisconsin sustained the validity of the 
law. The Supreme Court of the United 
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States reversed the Supreme Court of Wis- 
consin, and held that the income of a wife 
was separate income and was not subject to 
the income taxes of that state as the income 
of her husband nor returnable upon her hus- 
band’s income tax return. 

It may be of interest to note that during 
the last year the States of Alabama and 
Florida, both of which had had constitutional 
provisions prohibiting the imposition of in- 
come or inheritance taxes, amended their 
constitutions so as to provide that such states 
could impose an inheritance tax, so long as 
the Federal Government impose an inherit- 
ance tax in which it granted credits to the 
states. 


Claims for Refunds 

The United States Court of Claims held 
in Hills vs. United States™ that the statute 
of limitations for filing claims for refund 
in estate tax cases commenced to run from 
the date of the last payment of such Federal 
estate tax. In other words, the statute be- 
gan to run only from the time of the payment 
of the tax and did not run separately upon 
the payment of each portion of the tax, as 
does the statute of limitations in respect of 
Federal income taxes. The Government has 
asked for a re-argument in this case and it 
is now pending in the Court of Claims upon 
motion for re-hearing. The decision is in- 
teresting particularly in view of the fact that 
the court very definitely draws, and apparent- 
ly appropriately, a distinction between the 
language of the statute applying to the 
statute of limitations upon filing of claims 
for refund in estate tax cases and the stat- 
ute of limitations in this respect in income 
tax cases. 

An Important English Case 

An English case of importance even to 
American trustees is that of the House of 
Lords in Archer-Shee vs. Garland decided 
late in December, 1930, and reported in 1931 





Appeal Cases, page 212. This case had to 
do with whether a trust created by the will 
of an American for the benefit of a resident 
subject of Great Britain was subject to the 
British income and super taxes upon the in- 
come therefrom, when such income was not 
brought into the Kingdom of Great Britain. 
The court held that it was not. It held that 
while the income from American sources 
was returnable under Case V of Schedule D, 
income from a trust fund was returnable 
under Rule 2 instead of Rule 1 of Case V 
of Schedule D. Under Rule 2 only income 
brought into Great Britain from foreign pos- 
sessions would be subject to tax. Under 
Rule 1 income from rents, stocks or securities 
was subject to the British income tax to a 
British resident subject, whether brought 
into the Kingdom or not. 

The above are only a few of the many tax 
cases decided by the higher courts affecting 
estates and trusts. They by no means cover 
all of the questions presented to the courts, 
and are not intended to be exhaustive. How- 
ever, they do represent some of the leading 
and more important of the cases decided dur- 
ing the past year. 

Taxpayers everywhere may look for higher 
taxes. This is demanded by the needs of 
the governments (national and local), and 
those needs are importunate and important. 
Government cannot continue effectively with 
unbalanced budgets, and the free market for 
wealth itself is impaired and restricted when 
the markets are required to absorb new and 
heavy government issues, at a time when the 
revenue of government is less than its ex- 
penditures. 

Higher taxes call for the immediate at- 
tention of fiduciaries, and the validity of new 
tax laws challenge the close scrutiny of those 
intrusted with the handling and administra- 
tion of funds of others. It is imperative 
that the government collect promptly such 
taxes as are necessary for its facile func- 
tioning; but it is at the same time the im- 
perative duty of citizens (and fiduciaries 
particularly) to see that those taxes collect- 
ed shall be imposed and collected in accor- 
dance with the law of the land, and shall 
be valid as tested by our organic law, the 
constitution. 

5350 Fed. (24) 302. 

& & & 

R. Foster Lamm has been elected a vice- 
president of the Citizens National Bank & 
Trust Company of Los Angeles. 

Charles E. Spencer, vice-president of the 
First National Bank of Boston, has been 
elected a director of the Internationai Ac- 
ceptance Bank, Inc., of New York City. 
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TRUST COMPANIES 


ANNUAL REPORT OF THE 


LAWYERS MORTGAGE COMPANY 


Capital and Surplus $22,000,000 Richard M. Hurd, President 
January Ist, 1932 


During the past year, the sales of Guaranteed Mortgages, including extensions, were 
$106,905,779. The net gain in Outstanding Guaranteed Mortgages was $14,977,315. 


Since the Lawyers Mortgage Company was organized in 1893, it has guaranteed 
$1,300,729,673 of Mortgages, of which $865,859,559 have been paid in full, leaving 
now outstanding $434,870,114. 


The Gross Earnings and Net Profits of the Company for the year 1931 are as follows: 


GrossEarnings ..... . .. ..._ . $4,045,908 
Expenses ...._ .. . .  . 1,541,710 
$2,504,198 
Loss on Sale of Real Estate. ... .. |i. 456,944 
Net Profits . ...... . . .  . $2,047,254 
ASSETS LIABILITIES 
New York Mortgages......... $14,781,577 | Capital.....................-- $12,000,000 
Accrued Interest Receivable 1,458,480 | Surplus....................-. 10,000,000 
Company’s Office Buildings... 3,310,950 | Undivided Profits............. 637,596 
*Other Real Estate............ 889,967 | Mortgages Sold, Not De- 
Lawyers Mtg. Safe Deposit _ AE eee an eee 449,882 
oe UU 110,514 | Reserve for Taxes, etc........ 388,727 
U. S. Liberty Bonds ; 74,648 
Ns os 3p. sas.ccwis aca ...... 2,850,069 
$23,476,205 $23,476,205 


*In addition to these items the Elemco Realty Company, the only sub- 
sidiary of the Lawyers Mortgage Company holding real estate, has 
taken by deed $256,839 of Real Estate. Less than 1% of the out- 
standing Guaranteed Mortgages of the Company are in foreclosure. 


The Guaranteed Mortgages of the Company—legal for Savings Banks, Trustees, etc.—are divided 
among its customers as follows: 





rR NNN 3 3, An stale Maes $59,712,369 

48 Insurance Companies........................... 26,354,610 

a NE © III coin one 5 cs Sonera Ok wh bee 33,612,474 
952 Charitable Institutions......................... 52,978,486 
ee Ss Sa oo 5 wo kde op eS ie pe eae 69,970,240 
ee II do ie pce races, scone ese ote a en ee 192,241,935 
26,720 $434,870,114 


The Company’s Accounts have been certified by the Audit Company of New York 


MAIN OFFICE—345 Madison Avenue, at 44th Street, New York City 





JERSEY CITY - UNION CITY - HOBOKEN - WEEHAWKEN - WEST NEW YORK 





Total resorces, including our affiliated institutions: 
of Weehawken, N. J., and The Trust Company of New Jersey in West New York, 
N. J 
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THE TRUST COMPANY 


of NEW JERSEY 


STATEMENT OF CONDITION 
AS AT CLOSE OF BUSINESS 
DECEMBER 31, 1931 


RESOURCES 

Cs i ee I FO ER. . ig. 5. oo ce cies a cscedoasse $9,934,830.92 
oh wn SA Ne ei wi dh pvichigda, srs lw BIG/Re, 9 16,874,443.96 
State, County and Municipal Bonds.................... 9,187,711.82 
oan oy AME aha lag cae al puck eiblaiay BIleinseieiee 11,732,707.20 
ys i a hr I La iid al PE Oc hk eed 18,288,809.07 
ETT re ee ey 15,998,863.32 
sc ol gl gu au elgcaghin gual iuoudlousiaals 2,770,216.31 

Other Real Estate, Nine Branch Bank Buildings, Vaults 
NS oc ora ct ole ia S 4 W5kG bi Pw Ra eie Ds RTE ROS 3,415,204.36 
I tar co 8 ese eae bl le Rs ik ee ee tal alas ga ar 889,615.74 
$89,092,402.70 

LIABILITIES 

5S Sa an es a a eas ik aa a cr al a a $5,700,000.00 
as ag as 5 vg Sas gn dc de bei aN ts be BRAG Un RU GLA 6,000,000.00 
EEE SE EE OTE 1,308,875.80 
Reserve for Contingencies, Taxes, etc................ .. 1,108,158.02 
Dividend No. 100, Regular 4%, payable January 2, 1932.. 228,000.00 
RSE GEN Ea eect Ge Vela eit a rer iek os ee rere Tene eter area 74,183,841.11 
am cee teat a leh eh ck a aah ani 563,527.77 
$89,092,402.70 


$92,860,563.54 





Hudson County’s Largest Bank 


Member of Northern New Jersey Clearing House Association 


The Park Trust Company 
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A NEW METHOD OF MAINTAINING STOCK TRANSFER 
RECORDS 


ASSURES GREATER ACCURACY, SPEED AND FLEXIBILITY AS WELL 
AS ECONOMY 


J. A. DECK 
The New York Trust Company 








(Epi1tor’s Note: Stock transfer men generally have manifested unusual interest in 
the experiments and innovations conducted by the New York Trust Company in developing 
a new method of maintaining stock transfer records. The following article is the first 
summary of how the new plan is operated and the results thus far achieved. It repre- 
sents the adaptation of advanced mechanical devices and eliminates the conventional type 
of ledger sheet together with posting of debits and credits. As stated by the writer: “The 
principles of mass production in standardizing the units of work and in planning the loca- 
tion and grouping of the various sections have been applied wherever possible.” ) 


HE continued interest manifested in 

our method of operation, involving the 

maintenance of stock transfer records, 
has given rise to many questions on various 
phases of this work, and an attempt will be 
made, through the medium of this article, to 
cover some of the points which have been 
raised by presenting a detailed description of 
the system. 

The method can be called new merely in 
contrast to the procedure which has been 
followed quite generally by transfer agents 
with little or no modification for the last 
thirty years. Actually, the principle under- 
lying this method has been employed in other 
fields, but its adaptation to transfer work is 
relatively new. Briefly stated, the conven- 
tional type of ledger sheet together with the 
consequent posting of debits and credits has 
been eliminated. Instead, tickets created 
simultaneously with the writing of new cer- 
tificates and other records, are filed behind 
balance or ledger cards which index each ac- 
count and show the number of shares held. 


Factors Leading Up to Change 

As a preliminary step in explaining the 
routine which is followed, it might be well 
to review some of the factors that led to the 
change of system. The outstanding weakness 
of the old method seemed to be too great 
dependence on manual operation. The vicis- 
situdes of the human element are generally 
recognized and the source of error is multi- 
plied, the more repetitive the operation. In 
this respect, it is clear that the old method 
afforded many opportunities for mistakes 
considering the distinct copying operations 
necessary in writing the new certificates, in 





creating posting tickets, transfer journal and 
reports, and in heading and posting to the 
ledger sheets. The major problem, therefore, 
centered in limiting repetition of the type 
caused by transcription from one form or 
record to another. 

The unsatisfactory results generally ob- 
tained from bookkeepers assigned to posting 
debits and credits to the ledgers was another 
determining factor. ‘The routine character of 
this work entailed frequent turnover of help, 
even with careful selection. Consequently, 
any attempt to operate economically through 
judicious use of personnel was limited, par- 
ticularly during the period when the volume 
of transactions was at its height. The change 
also involved likely savings that could be 
effected by better allocation of floor space, 
by replacement of equipment, and by reduc- 
ing the initial cost of forms and other sta- 
tionery. 

All in all, it was found that the old method 
had outlived its usefulness and the time was 
at hand to supplant it by one which con- 
formed more nearly to the modern standards 
of efficiency already applied in other fields. 


How the New System Functions 


As the adoption of the new method af- 
fected the general routine of the Transfer 
Department, it seemed that a résumé, show- 
ing how the department now functions, would 
result in a clearer presentation of the sub- 
ject, and the following outline is given with 
that point in view. Of course, transfer men 
will be familiar with this routine and noth- 
ing particularly new will present itself up 
to the point dealing with the maintenance 
of stock records. On the other hand, those 
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less conversant with transfer work may find 
the operating details helpful in absorbing 
the ideas underlying the principal topic of 
this article. 

The initial step in every transfer opera- 
tion, apart from original issue of stock, 
rests with the receiving clerks who handle 
the incoming certificates, and their first con- 
cern is to preserve the identity of the trans- 
action and the source of deposit, whether 
originating over the counter or by mail. This 
is accomplished by the usual numbered tick- 
ets, perforated in duplicate, one of which 
is attached to the certificate and the other 
given to the person who presented the stock 
for transfer. .In the case of a mail item the 
duplicate ticket would be attached to the 
letter of transmittal which accompanied the 
stock. In this way every transfer has an 
identifying number which stays with it until 
the new certificate is finally delivered. 

Assuming that the items are in order, with 
respect to assignment, signature guarantee, 
tax stamps, ete., the stock is then routed by 
the receiving or mail clerks to the new certifi- 
cate cage where blank certificates are sup- 
plied in the denominations specified for a 
number of shares equal to the surrendered 
certificates. Simultaneously the old certifi- 
cates are canceled by perforation. 

The head of the recording operators’ group 
then gets both the old and new certificates 
and at this point the respective companies’ 
transfer sheets (illustrated and described 
below) are added. The new certificates and 
forms are allotted to the machine operators 
who write the new certificate, debit and 
credit tickets, transfer journal and reports 
all in one operation. 


Proving Operation Simplified 
Each sheet provides space for six 


debit 
and credit transactions, the total number 
of shares are automatically carried forward 
to the next sheet, and at the end a mechan- 
ical total is produced covering transactions 
of each company. When the activity in a 
company’s stock is sufficiently heavy to re- 
quire several operators to record the trans- 
fers, the respective totals of their machine 
registers are combined. In this way the 
proving operation is simplified as each ma- 
chine shows total debits and total credits, 
which, of course, must agree, except in the 
ease of permanent retirements or original 
issues. 

After the certificates and records have been 
written, all papers go to a stamping desk 
where the new certificates are dated and 
fractional shares punched to agree with the 
written number of shares. In their next 
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move they go to the signing officers for sig- 
nature, and then to the auditing group where 
the new certificates and forms are carefully 
checked against the certificates surrendered, 
or if original issue, against the requisition. 

Through this latter operation the certifi- 
eates and transfer forms become separated. 
The new and old certificates are racked and 
proved, preparatory to sending them to the 
respective registrars the following morning. 
In this process, the mail or window tickets 
assigned to each transaction are detached 
and sorted by company ready to be affixed 
by the delivery tellers to the new certificates 
after they have been registered. 


Description of the Transfer Form 

At this point we might refer to the illus- 
tration of the transfer form and the supple- 
mentary explanation of the usage of each 
part before we proceed with the operating 
routine. (See nert page.) 

The actual size of the form is eight by 
eighteen inches and consists of four or more 
sheets, depending upon the number of trans- 
fer reports that are needed, all of which 
are interleaved with one-time carbon paper. 

Part “A”’—yellow paper—is_ perforated 
into twelve blocks. The left hand blocks 
produce debit tickets representing the 
old certificate canceled, the right hand 
ones merely serving as guides for spac- 
ing to produce the copies underneath. 

Part “B’—pink paper—is similarly per- 
forated and in this case the right hand 
blocks produce the credit tickets repre- 
senting the new certificates issued. The 
left hand blocks serve no purpose and 
are discarded the same as the guides 
of Part “A.” 

Part “C’—green paper. 
Acts as the day’s Journal Sheet 
permanent record. 

Part “D’’—white paper—is similar to “C” 
and serves as the transfer report for the 
corporation or co-transfer agents. 

The several parts of the transfer form are 
detached and accumulated by kind, debits 
and credits being sorted by company, then 
alphabetically according to the name of the 
stockholder and proved by adding machine 
run up. The Journal Sheets are filed in ap- 
propriate binders and the reports of transfers 
are mailed. 


No perforations. 
and 


Filing Supplants Posting 
The following morning all debit and credit 
tickets are turned over to the stock rerords 
group. The function of the clerks in this 
section is comparable to the work performed 
by the stock bookkeepers under the old sys- 
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ILLUSTRATION OF TRANSFER FORM 
(Two blocks only being shown, with respective copies) 


tem, except that filing supplants posting as 
the main operation. Instead of ledgers and 
large safes, metal trays and fireproof cabi- 
nets are used. The size of a tray is four by 


twenty inches and holds on an average 750 


accounts. There are six trays to a drawer 
and seven drawers to a cabinet, so that each 
cabinet has a capacity for approximately 
32,000 stockholders accounts, which under 
the hand posted ledger system, would be 
equivalent to forty-two or more ledgers. The 
trays are segregated by company and class 
of stock with an alphabetical index to class- 
ify the balance or ledger cards, an illustra- 
tion of which appears on next page. 

As its name implies this card merely shows 
the balance of the number of shares out- 
standing in each stockholder’s name, the date 
and net change only being recorded after 
every transaction. Cards of a different color 
are used to distinguish their various func- 
tions. The balance cards for recording com- 
mon stock are ivory and those for the pre- 
ferred are amber. Dividend mailing instruc- 
tions, file markers, and end of ledger indi- 
cators, are green, red and blue respectively. 


Routine in Stock Records Group 


The operating routine in the stock records 
group begins with the receipt of the debit 
and credit tickets. The work is divided 
among the clerks by company, thus fixing 
definite responsibility for correct filing of 


tickets and proving of balances. A separate 
control is maintained for each tray. 

With every credit ticket that comes 
through, the first step is to determine wheth- 
er the account affected is new or already on 
the books. If a new account is to be opened 
a red marker is temporarily inserted in the 
place where the card will be filed, while the 
eredit ticket and a blank balance card are 
routed to the stencil group. After the sten- 
cil is cut (mame and address only) an im- 
pression is made on the card and both card 
and ticket are returned to the records group. 
The date and number of shares are then en- 
tered on the card which is filed with the 
credit ticket behind it and the red marker 
previously mentioned is then withdrawn. 

When a new account has a dividend ad- 
dress which is different from that of the 
registered holder, a green card is sent to 
the stencil group with the dividend order or 
letter of instructions from which a stencil 
is cut. An imprint is then made on the 
ecard which upon its return to the Records 
Group is checked and filed directly behind 
the regular balance card. As a precaution- 
ary measure to insure agreement of sequence 
in filing the stencils and cards, the stock 
records clerk indicates by pencil notation on 
a new account credit ticket the initials of 
the account appearing before it, so that the 
stencil group will place the stencil plate in 
the same order. The value of this operation 
will be self-evident when we come to the 
preparation of lists further along. 
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Function of Tickets 


In the ease of credit tickets which do not 
represent new accounts the number of shares 
is entered on the respective balance cards 
and the tickets are filed in back of them. 
Debit tickets serve as the medium whereby 
the credit tickets which they affect are with- 
drawn from the trays and are stamped “can- 
celed,” the latter being replaced by the new 
credits in the manner shown above, unless 
they represent permanent retirements. It is 
evident, therefore, that a credit ticket serves 
to establish or increase the balance on a ledg- 
er card while a debit reduces or closes out 
such balance. The changes on the balance 
cards are computed mentally, or if necessary 
an adding machine is used. After a debit 
ticket has served its purpose it is destroyed, 
but the credit which it affected through can- 
cellation is retained in a closed accounts file. 

The canceled credit tickets are filed by 
date and then alphabetically by stockholder 
and the closed balance cards are filed alpha- 
betically by name of stockholder. In this 
manner a continuous closed account file is 
set up which provides easy reference should 
it be necessary to reconstruct an account for 
checking purposes. 

When an account is closed the balance card 
is routed to the stencil group, where a second 
impression is made across the face of the 
eard to indicate that the stencil plate has 
been withdrawn and destroyed. 


Balance Certificates 
When an account acquires five or more 
certificates in the course of a transaction, 
which are consecutively numbered and of 
the same denomination, only one credit ticket 
is prepared. In this way the necessity for 
writing numerous credit tickets is obviated, 


. “7 
(Name and Address of Stockholder) 
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‘THE X Y Z CORPORATION - COMMON STOCK 
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ILLUSTRATION OF BALANCE OR LEDGER CARD 


especially in brokers’ accounts where the 
activity is great. In such cases only the 
first certificate of a series is typed, thereby 
creating the necessary tickets and records, 
and the remaining ones are filled in by rubber 
stamp or by stencil. The routine applying to 
items of this kind, which are termed “bal- 
ance certificates,” varies somewhat from the 
procedure previously outlined. In these cases 
the debit ticket which cancels one or more 
certificates on the “balance certificate’ is 
stamped “Out of Balance Certificate,’ and 
simultaneously the credit ticket which has 
been reduced is also stamped to indicate that 
the new balance is shown on the reverse side. 
Another difference in the procedure is that 
the debit ticket instead of being destroyed is 
filed with the canceled credits for the day. 
In stopping to analyze this step, it will be 
noted that the debit ticket was actually con- 
verted to a closed credit because the balance 
certificate credit ticket remains filed until 
the last item on it is closed. 


Controlling Records 

All entries on the ledger cards are checked, 
a change in balance being indicated by stand- 
ing the card on its side. Upon completion 
of the day’s work the old and new balances 
on the cards so poised are run up on a 
double bank adding machine and proved. The 
total old balances must agree with the total 
new balances, if no increase or decrease hag 
taken place through additional original issue 
or permanent retirement. 

The adding machine tapes serve as the 
posting media for the controlling records. 
The latter are maintained in simple book 
form, arranged by company and class of 
stock, which in turn is split to agree with the 
letters contained in each tray. In the prov- 
ing operation increases and decreases as 
they occur, must be taken into account and 
this information is obtained from the trans- 
fer sheets. Before the various tapes are 
posted, the respective totals are checked 
against the pre-run figures obtained through 
the ticket sorting and proving operation pre- 
viously mentioned. 


Preparation of Lists 

Stockholders’ lists are prepared by running 
the stencils in the usual manner. A second 
operation is necessary to add the number of 
shares heid in each account. This informa- 
tion is imprinted by machine, the operator 
copying from the balance cards in the se- 
quence in which they are filed in the trays. 

Lists for dividend disbursements are pre- 
pared in a similar way except that the ma- 
chine used in this work automatically cal- 
culates and imprints the amount of money 
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Complete information as to 


@ Keeps up to date the full infor- 
mation on: 


- Documents necessary when transfer is 
by an Executor or Administrator. 
. When a Court Order is necessary before 


req u 1 rem ents ( I n cl U d i ng the x When aa Inheritance Tax Waiver is nec- 


rulings of the New York 
Stock Transfer Association) 
for all irregular security 
be found 
Stock Transfer 
Guide and Service only. 


transfers can 
in the 


Write for full particulars 


essary (and how and where to obtain). 

. Documents necessary when transfer is 
by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. ‘ 

. Documents. necessary when transfer is 
to a Trustee. . 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. : 

. Documents necessary when transfer is 
by a corporation. on 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

%. When copy of Will must be submitted 
and points in it to be noted. : 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

15. Documents necessary when transfer is 
© by a Receiver. 
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120 Broadway, New York, N. Y. 








due the stockholder, as well as the number 
of shares held. 


Results of New System Satisfactory 
The new method has been in operation for 
over a year and the results obtained are most 
satisfactory. In the course of its develop- 
ment many »vrejudices had to be overcome 
largely because it failed to conform to estab- 
lished precedent. An example of this can be 
found in the continued use of the Transfer 
Journal requiring the signature of the clerk 
who is acting as attorney for the stockhold- 
ers. The volume of transactions that trans- 
fer agents have been called upon to handle 
has long ago made it impractical, if not im- 
possible, for one man to follow through all 
the steps in order to sustain his assertion 
that he duly made such transfers. The dis- 
continuance of keeping records in binder 
form imposed another obstacle, particularly 
with the thought that tickets might be lost. 
Some of the steps in the new system at first 
thought may appear as extreme departures 
from the common practice, nevertheless, 
there has been strict adherence to the fun- 
damental principles of transfer work. All! 
the legal aspects have had careful considera- 
tion and the eventual approval of counsel. 
The system is admittedly short of perfect, 





but by comparison with the more conven- 
tional system, it can be said that the “cream”’ 
of possibilities has been skimmed. Certainly, 
an outstanding achievement has been the 
virtual elimination of that old bugbear—fig- 
ure copying—an operation which is still an 
maintaining stock records. The majority of 
stock bookkeeping errors can be attributed 
to transposition of figures both in posting the 
certificate numbers and in recording the num- 
ber of shares which affect the balance in an 
account. On this point alone, the new method 
which has been described, can claim credit 
for a worthy contribution toward the de- 
velopment of more efficient business methods. 
The principles of mass production in stand- 
ardizing the units of work and in planning 
the location and grouping of the various sec- 
tions have been applied wherever possible. In 
many instances separate operations are still 
necessary to arrive at a given result. How- 
ever, in this mechanized age we can look 
for continued improvements that will make 
the adaptation of machines possible to much 
of the work that is now done manually. 

In the meantime, however, it is apparent 
that the new system has brought about great- 
er accuracy, flexibility and speed, coupled 
with closer supervision as well as substan- 
tial economy in operation. 
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i MAY NEVER BE ABLE TO GET AWAY" 


On August 15, 1824, the Marquis de Lafayette returned to New York from his native 
land. §| He was escorted to the Battery by an immense naval procession and was 
greeted at the City Hall by the Governor, the Mayor, and many other notables. § At 
the time of this reception, the Bank of New York was celebrating its fortieth anniver- 
sary and was recognized as one of the leading financial institutions of the Nation. 
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INCE its founding, nearly a century and a half ago, 
it has been the privilege of the Bank of New York to 
serve not only corporations, firms and individuals, 

but also the City, State and Federal Governments. 

Because of its independent position and its strict adher- 
ence to conservative banking principles, this bank has ever 
represented those qualities of stability which characterize 
old and tried institutions. 


BANK of NEW YORK 
and TRUST COMPANY 


ESTABLISHED IN 1784 
NEW YORK 48 Wat Street, NEw York 
CLEA RING HOUSE 
MEMBERSHIP Uptown Office: 


BER ONE ‘ 
iia * Madison Avenue at 63rd Street 


Ste reese tee 
SE ES sees 





Sr ee Sa 


‘XSudbicts 


“Seale en tb ASS ROR Rata cs Se a MOREE Nt 


am cabs 


Mobi chal Sioa 


Vitec cen es 


aah ME BON SI es ha EAA a oti Bria Fab oe heteancn 8 


Masia se 


| 
is 
ty 
ee 
a 
ie 
BS 


















LEGAL PROBLEMS FREQUENTLY ENCOUNTERED IN 
DRAWING LIFE INSURANCE TRUST AGREEMENTS 


HOW TO AVOID COMPLICATIONS AND DISPUTES 


DENIS BRANDON MADURA 
Attorney-at-Law, New York City 





; (Epitor’s Note: Mr. Madura has given special attention to the subject of drafting life 
insurance trust instruments and is frequently consulted by trust officers. He covers, in 
the following article, some of problems that are of current interest and suggests provisions 
covering technical and contingent requirements.) 


ANY of the problems which arise in 
the administration of life insurance 
trusts could be avoided if the life 

insurance trust agreement were properly 
drawn. The purpose of this discussion is to 
present some of the problems which are of 
practical importance and to explain how and 
why they should be explicitly covered in 
the written trust agreement. 


Provision for Payment of Certain Benefits 

Many life insurance policies contain a pro- 
vision for payment of certain benefits to the 
insured in the event that he becomes totally 
and permanently disabled during his lifetime. 
The usual trust agreement provides that dur- 
ing the lifetime of the insured, all benefits 
and moneys paid on the policy should be paid 
directly to the insured and should not be 
paid to the trustee who is the beneficiary 
of the policy. This provision is in conflict 
with the provision of certain insurance poli- 
cies which provide that in the event that 
disability occurs by reason of the insanity 
of the insured, then the disability payments 
are to be paid directly to the beneficiary. On 
account of this conflict between the insur- 
ance contract and the trust agreement, the 
insurance company correctly refuses to 
change the beneficiary and thereby causes de- 
lay as well as dispute. 

To avoid this, the trust agreement must 
specifically state that in the event that dis- 
ability occurs by reason of insanity, dis- 
ability payments should be paid to the trus- 
tee as beneficiary, and then the trust agree- 
ment should go further and provide exactly 
what the trustee should do with the money 
when he receives it. Since the insanity of 
the insured will necessitate that a committee 
be appointed to take care of his property, it 
would be advisable for the insured to direct 
in the trust agreement that such disability 





payments should be paid over by the trustee 
to certain named dependents of the insured. 
In any event the trust agreement should be 
specific on this point. 


Items Considered as Principal and Income 

The usual life insurance trust agreement 
is a trust of the proceeds of the policies 
which are payable upon the death of the in- 
sured. When the insured dies, the trustee, 
as beneficiary, will receive from the insur- 
ance company an amount of moneys labeled 
(a) face amount of the policy; (b) post- 
mortem dividend; (c) interest on the face 
amount from the time of presentation of the 
claim until the time of payment of the claim; 
and (d) accumulated dividends. 

The problem of the trustee is to decide 
which of these items is to be considered as 
principal and held as the corpus of the trust 
and which of these items is to be considered 
income and distributed to the life beneficiary. 
This problem was specifically presented to 
me recently by one of the trust companies 
of New York City. My advice was as follows: 
The moneys representing the face amount 
of the policy are to be considered as principal 
because that is the corpus of the trust. The 
moneys representing “post-mortem” dividends 
are to be considered as principal because 
that is an earning on the principal which 
was credited to the principal prior to the 
death of the insured and therefore, at the 
time of his death, constituted a part of the 
proceeds of the policy. 

The moneys representing “interest” should 
be considered as income and paid to the life 
beneficiary because that represents an earn- 
ing on the principal, which earning did not 
take place until after the death of the in- 
sured and would be the same as if the trustee 
had immediately received the principal, 
placed it in saving and received interest. 

















62 TRUST 





The moneys representing “accumulated 
dividends” should be considered as principal 
and added to the corpus of the trust because 
they represent moneys which were placed to 
the credit of the principal of the policy dur- 
ing the lifetime of the insured and all earn- 
ings on these accumulated dividends took 
place prior to the death of the insured. 

However, on this question of “accumulated 
dividends” it is necessary to first read the 
provisions of the policy and see whether the 
policy contract provides that they are to be 
paid to the payee of the policy. Many of 
the insurance contracts issued prior to 1922 
contain no provision regarding accumulated 
dividends and some of the companies have 
held that they will pay the accumulated divi- 
dends to the executor of the insured’s es- 
tate and not to the payee of the policy. Most 
policies issued after 1922 specifically provide 
that accumulated dividends be paid to the 
payee of the policy. 

The above problem indicates the necessity 
of first reading the provisions of the policy 
contract before drawing the trust agreement 
in order that there may be no conflict be- 
tween the same. Furthermore, the above 
problem may be avoided if the trust agree- 
ment is drawn so as to specifically cover the 
same. 

Loans on Trusteed Policies 

Many insureds borrow against policies 
which form a part of a life insurance trust. 
When the insured dies, the insurance com- 
pany deducts the amount of the loan out- 
standing against the policy and pays the bal- 
ance to the trustee as beneficiary. The ques- 
tion arises as to whether the trustee of the 
insurance trust should make a claim against 
the executor of the insured’s estate for re- 
payment of the amount of the loan made by 
the insured against the policy. 

The law of this state is that the trustee of 
the insurance trust cannot collect the amount 
of any such loan from the executor of the 
insured’s estate. The reason for this is that 
the insurance trust is a trust only of the net 
amount of the proceeds payable on the poli- 
cies at the time of the death of the insured. 
However, in most cases, there is a desire on 
the part of the insured that his insurance 
trust should always be equal to the face 
amount of the policies, 

To accomplish this purpose, many insureds 
have placed in the insurance trust agreement 
a provision obligating themselves to repay 
to the insurance trust an amount of any 
loans made on any policy in the trust. If 
this obligation remains unpaid at the time 
of the death of the insured, then the trustee 
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has the right to enforce this obligation 
against the executor of the insured’s estate. 
In this manner the insured attempts to keep 
constant the value of his insurance estate 
as set up in the insurance trust, no matter 
what may happen to the rest of his estate. 


“Incorporation by Reference” 

In many cases the large bulk of a man’s 
estate consists of his life insurance. When 
he creates a life insurance trust, the in- 
sured oftentimes requests that his entire 
general estate passing under his will be di- 
rected to be paid to the trustee of the life 
insurance trust. Such a provision in a will 
constitutes what is known as “incorporation 
by reference.” It is doubtful whether such 
an incorporation by reference would be valid 
in the State of New York even though the 
life insurance trust was executed prior to 
the date of the will. However, a client many 
times insists that this be done despite the 
question of its validity. 

In such a case I would advise that the will 
provide that the entire estate be paid over 
and delivered to the trust company as trustee 
under an agreement of trust dated a certain 
day. I would advise that no further words 
of description be put in the will, that is to 
say, the will should not provide that the trus- 
tee should hold it under the terms and pro- 
visions of the trust agreement. The reason 
for this is to attempt to make a direct gift to 
a designated and existing party. This situ- 
ation is a delicate situation and attorneys 
and trust companies should advise their cli- 
ents against making this incorporation by 
reference, 

Life of the Settlor 

There is a difference of opinion among the 
attorneys in New York City as to whether 
the life of the settlor of a life insurance 
trust should be counted as one of the lives 
governing the duration of the trust. The 
majority of life insurance trusts in existence 
today continue for two lives in being in ad- 
dition to the life of the settlor. 

The validity of this provision is upheld on 
the ground that since the settlor has the pow- 
er to revoke the trust, there is no absolute 
suspension of the ownership of the property 
during his lifetime and therefore his life is 
not one of the lives in being to be counted. 
It is my personal opinion that this reasoning 
is correct and that the absolute ownership 
of the property in an insurance trust may 
be suspended for a period of two lives in 
being at the date of the trust, and the life 
of the settlor is not one of the two lives 
to be considered. However, it would be ad- 
visable for you to find out the opinion on 
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this matter held by the attorneys for your 
respective trust company. 


Investment and Reinvestment of Trust Corpus 

The provision in the life insurance trust 
regarding the investment and reinvestment of 
the trust corpus is a provision in which the 
trustee is primarily interested. Most clients 
do not have definite ideas on this investment 
provision and usually rely upon the advice 
of their attorneys. 

I advise my clients that there are three 
main types of investment provisions which 
may be inserted in the trust agreement, to 
wit: (1) a provision that all investments 
and reinvestments shall be in_ securities 
known as legal securities; (2) a provision 
that all investments and reinvestments may 
be in such securities as the trustee, in its 
sole discretion, may deem advisable and to 
the best interests of the trust; and (3) a 
provision that all investments and reinvest- 
ments shall be in such securities as the trus- 
tee, in its sole discretion, may deem advis- 
able and to the best interests of the trust 
including the right to invest and reinvest in 
common stocks. 

It is my opinion that the trustee should 
not invest and reinvest in common stocks 
unless it is specifically given that authority. 

The average client usually asks his attor- 
ney to choose the investment provision to 
be inserted in the trust agreement. In such 
a situation, I usually advise that investment 
provision No. 2 above be inserted. The rea- 
son for this is that it places more responsi- 
bility upon the trustee in making investments 
and therefore forces the trustee to give in- 
dividual attention to the trust. It also al- 
lows the trustee more leeway in selecting 
good bonds and preferred stock which would 
not be allowed if it were limited to legal 
investments. 

Of course the investment provision may 
be formed so as to include all three of the 
above mentioned provisions, that is to say, 
a certain percentage of the principal may be 
directed to be invested in legal securities, a 
certain percentage of the principal may be 
directed to be invested in the discretion of 
the trustee and a certain percentage of the 
principal may be directed to be invested in 
the discretion of the trustee with authority 
to invest in common stocks. 


Paying Over Sum to Child 
Many life insurance trusts contain a pro- 
vision to the effect that when a certain child 
of the insured shall marry, the trustee shall 
pay over to such child a certain sum from 
out of the principal of the trust. A situation 
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lately arose in a trust containing such a pro- 
vision where the child in question was to 
get married for the second time. The trustee 
had to decide whether such provision covered 
only the first marriage of such child or 
whether it covered each and every marriage 
of such child. I understand that the trustee 
decided that such a provision covered only 
the first marriage of such child, and in my 
opinion the determination of the trustee was 
correct. However, to avoid any possible dis- 
pute, the trust agreement should specifically 
provide whether such a provision be limited 
to only the first marriage of the child. 


oe 


WYATT APPOINTED ASSISTANT TRUST 
OFFICER 

At a recent meeting of directors of the 
Chase National Bank of New York, Bernard 
F. Martin and Edward C. Love were elected 
vice-presidents, Charles L. Clune, Oliver P. 
Farwell, Joseph C. Hecker and James W. 
Irvine were appointed second vice-presidents, 
and Walter E. Dennis, an assistant cashier. 
Eugene C. Wyatt was appointed an assistant 
trust officer. 
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THESE 
NEW YORK STATE CITIES 
ARE SERVED BY 
MARINE MIDLAND BANKS 


NEW YORK CITY BUFFALO ROCHESTER 
BINGHAMTON JOHNSON CITY 
JAMESTOWN CORTLAND ALBION 
BATAVIA EAST AURORA SNYDER 
LACKAWANNA TONAWANDA 
LOCKPORT NORTH TONAWANDA 


OSWEGO NIAGARA FALLS 


If close contact with business throughout New York State 
is important to you, an account at a Marine Midland 
Bank* is well worth while. 


Banks of the 
MARINE MIDLAND GROUP 


COMBINED RESOURCES OVER $600,000,000 


*Each Marine Midland Bank is managed by local officers 
and local directors. Yet, through the parent company, the 
Marine Midland Corporation, each is closely associated with 
every other bank in the Group. 





FORMULATING SOUND FOREIGN INVESTMENT 
POLICIES 


AMERICA’S RESPONSIBILITIES AND OPPORTUNITIES AS 


CHIEF CREDITOR NATION 
LELAND REX ROBINSON 
Author of “‘Investment Trust Organization and Management’’ 


(Eprror’s NOTE: 


Congressional hearings conducted in Washington and the sad ex- 


perience of American investors in foreign securities and credits, impart timely interest 
to Mr. Robinson’s constructive suggestions for more effective and well organized policies 
of foreign financing. Mr. Robinson is recognized as one of the foremost authorities on 
foreign investments and he brings to his discussion many years of study and practical 
experience in handling this subject. The following is taken from a hitherto unpublished 
manuscript read at the Williamstown Institute of Politics in 1931.) 


HE perspective of nearly two decades 

enables us to distinguish what were 

the main directives—whether largely 
conscious or unconscious—in the employment 
abroad of their surplus capital prior to 1914 
by England, France, and in a lesser degree, 
Germany. A brief summary of circumstances 
attending the pre-war international move- 
ments of capital, and the later shifting to 
younger and stronger, if less experienced, 
shoulders of the responsibilities involved in 
a preponderant creditor position, will in it- 
self set before us a serious problem. 

It is fortunate that the principal lender 
among the nations and the world’s leading 
financial center before the war was so situ- 
ated, both geographically and economically, 
that enlightened self-interest called for a 
minimum of trade restrictions and a maxi- 
mum of freedom from political restraints in 
overseas investment. Such part of British 
capital as was employed internationally— 
both short term funds in the bill and accep- 
tance markets of London, and long term cred- 
its in the form of bonds and to a lesser de- 
gree shares or other forms of direct owner- 
ship and participation abroad—was engaged 
in the financing of international trade and 
directly or indirectly promoting the indus- 
trial development of the Dominions, Colonies, 
and other countries. 


British Foreign Investment Policies 
“Directly or indirectly” are words advis- 
edly used, as for the most part loans were 
negotiated in London on their financial merits 
alone, and shares acquired in foreign planta- 
tions, utilities, mines and railroads to make 
money for investors rather than primarily to 


finance exports of machinery, and other Brit- 
ish products. As a matter of fact, however, 
it was perhaps more generally understood in 
Great Britain than anywhere else that ex- 
port of capital must in the long run take the 
form of goods and services. British invest- 
ments in Latin America, in the United States, 
in India and the Dominions, in Japan, in 
Russia during the immediate pre-war years, 
and in China, Persia, Turkey and Egypt 
ealled for the output of British factories and 
opened up sources of raw materials and food 
supplies. 


It was not to be expected that in these 
less developed countries there would grow 
up for many decades home industries more 
than able to hold their own with British en- 
terprise in the markets of the world. And 
so it came to pass that bankers and investors, 
consulting their own interests, worked “hand 
in glove” with British shipowners, industrial- 
ists and merchants often without any definite 
intention on their part; they speeded the nat- 
ural exchange of goods between those coun- 
tries rapidly developing industrially and 
those mainly dependent upon the agricultural 
and extractive industries; they fortified com- 
mercially and financially the political bonds 
of the British Empire and laid lines for the 
protection of this Empire by financial infiltra- 
tion into the East, the Near East, and the 
Russian Empire. 


This overflow of capital from the world’s 
workshop and shipping center must have nat- 
urally channeled itself along courses which 
seemed politically beneficial, or the govern- 
ment would have intervened more actively 
in directing the life-giving currents. Where 
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it did intervene, however—as in legalizing for 
trustee purposes Dominion and Colonial se- 
curities, or in diplomatically seeking new 
openings for British capital and business, or 
in a few instances causing in one way or 
another the withdrawal of British capital 
from undertakings considered politically dan- 
gerous—this intervention meant no abandon- 
ment of the general principle that polities 
should be separated from finance. Circum- 
stances led to an economic and political jus- 
tification of “laissez faire,’ from the view- 
point of the British Government and people 
and of the other nations profiting from the 
use of their capital. International flow of 
-apital under the least possible artificial ob- 
structions resulted for the most part in the 
productive use of this capital where on the 
wholé it seemed most needed. Long term, 
like short term, foreign credits tended to be 
self-liquidating, and this was as it should be. 


Politics and Finance as Bedfellows in France 
Quite different ideas, however, underlay 
the export of French capital. Here politics 
and finance were generally bedfellows. As 
Herbert Feis has expressed it in his pains- 
taking study on “Europe—the World’s Bank- 
er: 1870-1914,” Paris “became the center in 
which the drama of financing the other goy- 
ernments of Europe was played out. The 
French government stood guard over the na- 
tion’s savings so that they might be ex- 
changed for favor or privilege, and the banks 
resembled embassies.” While British capi- 
tal was seeking opportunities further afield, 
it left more and more to French capital the 
problems of the Continent. The French in- 
vestor was cosmopolitan in interest, almost 
indiscriminately so, but he relied more upon 
the promises of governments than his British 
neighbor, and was less exacting as regards 
the productive use of funds advanced. Of- 
ficial control of security trading was directed 
toward the making or breaking of political 
alliances, and emphasis was placed quite as 
much upon political as upon economic sanc- 
tions. This is not to deny the positive serv- 
ices of French capital in Latin America, Asia, 
eastern and southeastern Europe. It merely 
affirms the réle played by savings of the 
French people in cementing the alliance with 
Russia, driving further the wedge separating 
them from Germany, encouraging national- 
ism in the Balkans, and bolstering up the 
eredit of tottering or extravagant govern- 
ments in Europe and the Near East. 
Concerning German capital, available in 
very limited measure before the war for for- 
eign investment, it may be said that there 
was exercised the tutelage of the great banks 


working in harmony with the government to 
make easier the path of trade expansion. 
Like the export of French capital the flow 
of German savings to other countries was 
consciously directed to a far greater extent 
than in Great Britain toward other than 
purely financial objectives. This great dif- 
ference, however, was to be observed. As 
Germany, unlike France, was making every 
effort to build up a huge industrial machine, 
all available capital must be made to serve 
this end, if not in domestic investment, then 
at least in enabling foreigners through long 
and short term credits to do business with 
her merchants and manufacturers. Germany’s 
political ends, in other words, squared with 
her economic objectives, and both were 
served by employment of her surplus capital. 
Political self-interest raised no objections, for 
the most part, to the use of German capital 
where it would appear commercially most 
profitable. Even the disastrously ending 
“Drang nach Osten” seemed to have its finan- 
cial justification. 

Now we are forced to conclude from this 
bird’s eye view that in considerable measure 
the international use of capital before the 
war had as its result an expansion of trade 
and industry throughout the world at rates 
of growth which will perhaps never again 
be equalled. As the world’s financial center, 
both for long and short term credits, Lon- 
don’s influence was wholly constructive. That 
of Paris was much less so, although the 
great volume of capital saved by the French 
people, despite the fact of its political con- 
trol, played a helpful part. The capital of 
Germany, under greater control for national 
purposes than that of England, was directed 
more concretely toward commercial ends 
than that of France, and if the war had not 
intervened, would have competed actively 
with the development of plantations and 
mines, harbor works, railways, utilities and 
factories. 

Picture Changed by the War 

The war has changed all this. In addition 
to directly wrought mischief, it has accentu- 
ated certain difficulties lying in the nature 
of worldwide industrial expansion. In what 
ways has the war complicated the problem 
of proper international use of capital? Leav- 
ing aside the questions of exchange and the 
gold standard, we may summarize these dif- 
ficulties as follows: 

1. In the first place the weight of respon- 
sibility for financing the capital needs of 
other countries has shifted from England to 
France and the United States. Germany has 
been eliminated, probably for years to come. 
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Holland, Switzerland and Belgium will con- 
tinue to do their share, but this is but a 
drop in the bucket of the world’s need. Lon- 
don, hard pressed as she is, will continue for 
some time as the world’s principal clearing 
center, but she will do well in the future if 
she is able to hold the financial business of 
the Empire, and to take a prominent part 
in international syndicates. 

2. In the second place the international 
flow of capital has been obstructed by politi- 
eal interference. This is just as unfortunate 
as political control of commercial banking, 
and its effects are more far-reaching, Not 
only has the whip-hand, as far as Continen- 
tal affairs go, passed to France—certainly no 
less politically minded than before the war— 
but reparations and war debts have thrown a 
monkey-wrench into the highly integrated 
machinery which, in pre-war years, was regu- 
lating this international flow in fairly satis- 
factory manner. 

38. And, finally, the effects of this inter- 
national flow of capital were of far more 
general benefit to all countries than is by any 
means certain today. To be sure it awoke 
national aspirations, engendered trade rival- 
ry, and encouraged protective tariff move- 
ments; but on the balance it brought the na- 
tions closer together by strengthening their 
trade ties, and caused rapid growth of a mu- 
tually beneficial exchange of foodstuffs and 
raw materials for manufactured and semi- 
manufactured goods, and for shipping and 
other services. 


Reckoning With the War’s Heritages 

Even provided the international movement 
of capital is in the future conducted by more 
skilled hands than in the past and is freer 
from political interference (which does not 
seem likely), there remain doubts whether 
the far-flung search for investment opportu- 
nities will lead to sound economic develop- 
ment as freely as in pre-war times, and 
whether it is not likely, things being as they 
are, to arouse even greater political animosi- 
ties. We must reckon with the war’s heri- 
tages: nationalism; irrational tariff move- 
ments; incompatible economic and political 
systems; above all, the speeding up of pro- 
duction in the search for national self-suffi- 
ciency which has over-exploited natural re- 
sources, given hot-house growth to indigen- 
ous industries, and flown in the face of the 
comfortable doctrines of international divi- 
sion of labor and the “law of comparative 
costs.” 

Will trade and investment among the na- 
tions in the future lead to peace or war, to 
prosperity, or to bitter and enervating com- 
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petition? The answer will not lie in some 
cheap appeal to “natural forces.” It rests 
with the degree of our determination to study 
these questions and to formulate sound prin- 
ciples of conduct in international polity. We 
cannot hope to construct out of whole cloth 
a “foreign investment policy” for the future. 
We must learn by processes of “trial and 
error.” Perhaps the best way of throwing a 
little light upon the path immediately ahead 
is to consider a few of the difficulties men- 
tioned above and see if they do not in them- 
selves carry some suggestions. 


America as Chief Creditor Nation 

We must be frank enough in America to 
admit that the responsibilities resting upon 
our shoulders as the principal creditor na- 
tion have not been borne with any great 
skill. We did not ask for these responsibili- 
ties; nor on the contrary do we regret that 
they were thrust upon us. We have been un- 
informed, inexperienced, bungling at times 
in our handling of these matters and this 
was to be expected under the circumstances. 
We have lacked the organization and the out- 
look possessed by our British cousins during 
the days of their financial hegemony. 

One thing, for instance, is at once evident 
to an observer of the British, as contrasted 
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with the American, foreign loan markets. In 
London an extreme division of labor in the 
financial system resulted long before the war 
in a kind of unwritten agreement as to the 
respective foreign fields in which her issue 
and underwriting houses should operate. In 
the United States our relative inexperience 
in foreign credits often led in earlier post- 
war years to such hasty and ill-considered 
provision of these facilities that an undigni- 
fied rivalry—even a scramble it seemed at 
times—among issuing houses operated as 
much to the detriment of American investors 
as to the heart’s content of extravagant for- 
eign spenders. 


In America, then, we are apt to find in- 
tense competition leading to unreproductive 
issues, domestic and foreign; in Great Brit- 
ain a stability born of slow adaptation to 
changing world conditions and providing in 
some respects, according to the recently is- 
sued report of the MacMillan Committee, a 
more adequate organization for foreign than 
for domestic capital needs. This competition, 
which appeared before 1929 for foreign loans 
in our country, contrasts also with the pre- 
war government control in France, and the 
absence of struggle for foreign business 
among the great banks of Germany, each 


of which developed its own spheres of in- 
fluence. 


Lack of Guidance in American Foreign 
Investments 

The competition for foreign business in 
which American banking firms have indulged 
has been made even more strenuous by meth- 
ods of security underwriting and distribution 
peculiar to our country. The great number 
of issuing houses among us, many with their 
rival branch offices and sales organizations ; 
the variety of offerings in normal times and 
the temptation to seek quick profits by shift- 
ing from one to the other; the dependence 
of smaller houses scattered throughout the 
country upon great originating groups; the 
general willingness of banks to aid in the 
competitive sale of new issues by heavy col- 
lateral loans—in a word, the merchandising, 
rather than the servicing ideas underlying 
many of our activities in the new capital 
markets—all these factors contrast with the 
business in London, where investors are more 
inclined to seek brokers than are brokers and 
their salesmen to hunt down prospective in- 
vestors. 

Such are the faults of youth and of super- 
abundant vitality. It is to be expected that 
stability will result from experience. In the 
meantime we may hope for the growth of a 
great investing public, both institutional and 
individual, which will be less governed by 
mass psychology in swinging from one ex- 
treme of sentiment to another, which will be 
less provincial, better guided, and concerned 
more with basic values than the search for 
quick profits. Real progress will be recorded 
in working out wise foreign investment poli- 
cies when there is better leadership for in- 
dividual investors on the part of our invest- 
ment trusts, finance and holding companies, 
and other institutional investors free to ex- 
plore foreign fields and not limited to pur- 
chases of the “legals” variety, 


In their underwriting, as well as in their 
functions as long-range investors primarily 
in overseas bonds, the British investment 
trust companies have been of enormous im- 
portance in the proper guidance of capital. 
We will be better prepared when there are 
to be found in our country a large number 
of investment companies which participate 
purely as investors, and not as distributors 
or selling groups, in underwriting agree- 
ments; which are not beholden for their 
modus vivendi to issuing and syndicating 
houses among whose offerings many Ameri- 
ean dealers and syndicate participants dare 
not exercise an impartial discrimination 
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based upon their own judgment of invest- 
ment values, for fear of losing future busi- 
ness from one or the other quarter; which 
are in position to hold such part of the is- 
sues as are left on their hands without 
“dumping” them prematurely in order “to 
keep the decks cleared” for a pressing host 
of competitive offerings, requiring their ut- 
most salesmanship; and which, by giving gen- 
uine and independent underwriting guaran- 
tees aid materially in maintaining an imme- 
diate free and open market for new security 
issues. 


Developing an Effective Code 


But this is only a small part of the prob- 
lem. If better policies are to be worked out 
in the employment of our capital abroad, 
some guiding principles must be voluntarily 
agreed upon by banks, investment bankers, 
Stock Exchange, and Federal Reserve au- 
thorities. Investors should have their own 
protective groups, like the British Corpora- 
tion of Foreign Bondholders. If there is to 
be competition in the future for foreign busi- 
ness—within limits a desirable thing—some 
kind of gentlemen’s agreement should exist 
among the competitors as to reasonable re- 
quirements regarding the purposes for which 
the proceeds of the loan are to be spent, the 
position of the borrower (whether a public 
authority or a private corporation) and his 
ability to service the loan out of tax revenues 
or earnings resulting from the new capital. 
Banks should assist by some standards com- 
manding general agreement upon eligibility 
features of foreign securities for collateral 
loans; and the Stock Exchange could co- 
operate to this end by more clearly under- 
stood requirements in the listing of foreign 
bonds, and of “American shares” in foreign 
institutions, and by working out for its own 
members a code of conduct in any participa- 
tion on their part in the origination and dis- 
tribution of foreign securities. 


In exercising their general oversight the 
Federal Reserve authorities should give more 
attention to the effect upon American as well 
as foreign investors of temperamental 
changes in the use of our capital. In 1927, 
for instance, the Reserve authorities com- 
pelled low money rates in this country, partly 
as a means of assisting European markets. 
An outward movement of gold which followed 
helped ease the mal-distribution of the pre- 
cious metal due to the war. However, an 
orgy of speculation developed in the United 
States which was only combated in a half- 
hearted way by the banking authorities. In 
a frenzy to buy today what could be sold for 
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a profit tomorrow the public bid up call loans 
to a point attracting back from Europe that 
part of its capital resources which could be 
spared for liquid investment in New York 
with so glittering a yield. As public interest 
was lost by 1929 in bond issues, particularly 
foreign but also domestic, the insane call 
loan market could only result in sucking back 
tens of millions in gold which helped further 
to lift stock prices in their flight of Icarus, 
and contributed little to commerce and in- 
dustry. 


The aftermath is current history. Only 
heroic efforts of New York banks stalled off 
disaster when foreign lenders withdrew their 
New York call loans, and “loans for others” 
took a perpendicular fall. In 1930 and 1931 
collapse of confidence has compelled Ger- 
many to hobble along on short term credits, 
brought Austria and Hungary to the verge of 
bankruptcy, and added to the rough going 
in England. Meanwhile there has been piled 
a golden Pelion upon a golden Ossa in the 
United States. Strange that by this chain 
of events the cheap money policy of the Fed- 
eral Reserve in 1927 should have been fol- 
lowed within two years by exactly the op- 
posite results from those intended! 
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Control of Long as Well as Short Term 
International Credit 


It is an obvious question whether we may 
not exert a greater control over events in 
the future. Why at one time must we fall 
over each other in proffering funds for use 
abroad? Why, at another time, must we 
slam and bolt the door in the face of busi- 
ness needs throughout the world? Our Re- 
serve banks are learning much these days 
about cooperation with other central banks 
in better channeling the international flow 
of short time credits. Could they not cooper- 
ate with member banks as well in guiding 
intelligently the use of long term capital? 
It is a big question which can be raised but 
not discussed within the limits of this paper. 
Of one thing, however, we may be sure— 
that our central banks will be increasingly 
concerned in the years ahead with control 
of long as well as short term credits. 

In due course, then, the credit facilities 
of the United States will be adjusted to a 
more economical and farsighted use within 
the country and throughout the world. This 
is largely a question of experience. It does 
not require a fundamental change in the 
attitude of the government and the bankers 
—such a change, at least, from a predomi- 
nantly political to an economic emphasis as 


is required in France. For, as earlier sug- 
gested, many of our difficulties in the han- 
dling of international credits these days has 
arisen from the shift in world leadership 
away from England, experienced, cosmopoli- 
tan, practical, and economically minded—to 
the United States, inexperienced, still some- 
what provincial, easily swayed by mass sen- 
timent—and to France, relatively self-con- 
tented, actuated by the logic of politics rath- 
er than the common sense of finance, and 
handicapped by lack of organization for for- 
eign financing and by taxes impeding the nat- 
ural flow of capital. Between them France 
and the United States control the bulk of the 
world’s monetary gold. It requires positive 
action on their part not to “play the dog in 
the manger.” 


Obstacles Imposed by War Debts and 
Reparations 

The second series of problems earlier men- 
tioned—the almost hopeless mixing up of 
politics with finance—is in part a direct re- 
sult of the war; in part a concomitant of the 
radical and socialistic movements in various 
countries which have been heavy borrowers, 
and in part the result of assumption by 
France of a major role in world finance. 

How many years must elapse before it is 
clearly recognized that the destruction of 
war cannot be made up to the victors by 
taxing the vanquished is anyone’s guess. I 
use the terms “victors” and “vanquished” 
in a military sense only, as it seems fairly 
obvious that in any other sense there is no 
“victor” in any modern war. <A general un- 
derstanding of these facts is retarded by the 
prevalent assumption that the ancient spoils 
of victory, resulting from annihilation of 
one’s foes and physical expropriation of their 
property, may be translated in some more 
refined way into the Twentieth Century. The 
extraordinary feat of France in quickly pay- 
ing out of accumulated foreign investments 
the indemnity exacted by Prussia in 1871 
obscures the present situation. Fortunately 
the world has had little experience with this 
sort of thing, but the volume of reparations 
and of interallied indebtedness is such today 
that analogies cannot be drawn with sixty 
years ago. 

This staggering burden of debts was in- 
curred for other than economic purposes and 
is therefore in no sense self-liquidating. To 
it more than to any other circumstances must 
be attributed the serious maladjustment in 
the world’s monetary gold. Out of this mal- 
adjustment, which has enriched France and 
ourselves with the “breed of barren gold,” 
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has grown an increasing tendency, more often 
unofficially than officially expressed, to use 
this strategic advantage for political pur- 
poses. Situated as she is, we are only just 
to France and to ourselves to say that lead- 
ership in the writing-down, and we hope the 
ultimate elimination, of these uneconomic 
burdens should come from the United States. 

That our President has taken vigorous 
leadership in this direction is a heartening 
sign of progress. Whether we will or no, 
the logic of events will push us further, and 
our reasoning will fit itself to justify actions 
forced upon us. By whatever theories we 
may later justify cancellation or a downward 
refunding, we may accept it as unthinkable 
that the next two generations will allow 
their economic activities to be ceaselessly 
hindered and diverted in order to keep fresh 
the memory of humanity’s folly. And if we 
Americans need any immediate logic for fur- 
ther rapprochement with Europe, let us ask 
ourselves, among other things: 

Whether the great fall since 1929 in com- 
modity prices does not call for an immediate 
proportional scaling-down of foreign govern- 
ment debts and payments owing us; 

Whether the principle of “ability to pay” 
which supposedly governed the funding of 
interallied indebtedness is not observed to- 
day more in the breach than in the observ- 
ance when Great Britain stands our debtor 
on a settlement involving average interest 
rates of 3.8 per cent, while France pays 1.6 
per cent and Italy .4 of 1 per cent; 

Whether it might not be a well-timed ges- 
ture in any case for the amount owing by 
Great Britain to be reduced by the few mil- 
lions of defaulted American state loans held 
by British investors; and 

Whether, in case the temptation grows for 
us to exact armament limitation or tariff 
reductions in return for concessions on the 
debts, it would not be wise to establish for 
ourselves a less vulnerable position in these 
matters. 


Progress by Voluntary Adjustments 

So much for the next few years, but what 
of the longer future? Even if immediate ob- 
stacles can be removed to resumption of nor- 
mal financial intercourse, are we moving 
toward a time when competition in com- 
merce, industry, and capital among the na- 
tions will be a persistent breeder of inter- 
national friction? The question can be raised, 
but not answered. We do see, however, a 
growing urge toward working together, which 
should go far toward averting future catas- 
trophies. The Bank of International Settle- 
ments in itself, and as a coordinator of cen- 
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tral banks, is on the threshold of its broader 
usefulness. It is a foregone conclusion that 
we in America must see the force of French 
logic in the necessity of implementing the 
Kellogg pact, financially and commercially 
if not in a military sense. Most of us, I 
think, who like to see the movement of capi- 
tal among the nations freed as far as pos- 
sible from government control will distin- 
guish between cooperative political control 
during emergencies in the interests of peace- 
ful relations, as contrasted with competitive 
political control as a continuing policy for the 
furtherance of separate national ambitions. 

It is perhaps by voluntary agreements and 
arrangements among business men that the 
greatest progress will be made. Agreements, 
no doubt supervised to some extent by gov- 
ernments, must conform in general to a grow- 
ing sense of what is just and mutually bene- 
ficial. It may be in this way, rather than 
through elaborate codes drawn up in a “par- 
liament of nations,” that raw materials wher- 
ever located will become generally available, 
and a reasonable division of labor among the 
nations be developed without on the one hand 
overdoing self-sufficiency, or on the other 
discouraging a well-rounded economic life 
in each country. 
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(/Ep1ITor’s NOTE: 


" SUCCESSF UL EXPERIENCE IN DEVELOPING AGENCY 
TRUST BUSINESS 


PAVES THE WAY FOR PROFITABLE AND MORE PERMANENT TRUST 
RELATIONSHIPS 


FREDERIC B. EASTMAN 
Assistant Trust Officer, State Street Trust Company of Boston, Mass. 











Within the past few years the advanced type of agency service 


which comprehends not merely custodianship and safekeeping, but embraces broad powers 
of discretion and investment, has acquired new importance. There is no more effective 
way to gain the confidence of clients and foster more permanent trust relationships than 
by means of agency accounts. Few trust companies have experienced such signal success 
in developing agency accounts as the State Street Trust Company. It is evidenced by a 
comparative record of its agency business imoreasing from $2,398,000 in October, 1928 
to a total of $60,700,957 shown as of January 1, 1932. Mr. Eastman describes the methods 
employed by the company. A reproduction of the broad single form of agency agreement 
used by the State Street Trust Company will also be found of practical interest.) 


OR the property owner who wants help, 

guidance, or the privilege of consulta- 

tion in his problems, there is one 
method whose satisfactory reply has led it 
quietly, but steadily, into the very foreground 
of trust department service: The Agency Ac- 
count. 

For many years, it would seem that trust 
and estate management occupied the thought 
and energy of trust officials so exclusively 
that this broader and more flexible applica- 
tion of fiduciary facilities was not within 
immediate view. On the other hand, it may 
be that the diffusion of American wealth, 
so marked within the last fifteen years, has 
brought into existence a new type of prop- 
erty owner—one whose concept of invest- 
ment service has been grounded either in the 
speculative experience or the personal initia- 
tive by which his property was acquired, and 
did not take root in an atmosphere of ances- 
tral trusts established for his benefit. To 
such a security holder, the employment of 
management for those investments and the 
relinquishment of title to them, are not neces- 
sary corollaries. The result has been, pos- 
sibly, a demand for greater concessions in 
trust company service. 

Under the same egis a new and indepen- 
dent profession termed “Investment Counsel” 
is in process of evolution. At all events, the 
agency account has somehow climbed the 
high and tedious ladder to prominence, from 
those early steps when it supplied “safe- 
keeping,” to the very top where it now sur- 
veys the whole broad horizon of investment 





service. It now vies with trusteeship in 
importance to the modern trust company. 


Relationship of Agency and Trusteeship 

By comparing briefly the features of 
agency and trusteeship, we may be able to 
establish clearly the relationship of each, 
not only to the public’s needs, but also to 
that advisory function of the trust official 
toward his customer. 

If a trust is to be established, the prop- 
erty owner must be ready and willing to 
convey title to his property to the trust 
company, giving up at least partial control 
of it himself, perhaps forever and certainly 
for a considerable period of time. Your cli- 
ent, however, while wanting management of 
his investments, may not wish to transfer 
or relinquish ownership, nor go to the bother 
and expense of having a trust deed drawn. 
He may not wish to lose the time involved in 
re-transfer if, for any reason, he ever wants 
to take back all or any part of it. 

There are other factors, too, which make 
trusteeship not wholly applicable to the 
publie’s investment problems. For example, 
the client may be going abroad for a year, 
or shorter period of time. During his ab- 
sence, he may require absolute discretionary 
management of his property. A trusteeship 
for that short length of time would be ex- 
pensive and impracticable. In other cases, 
the degree of help needed by the client may 
be limited to two, three or four certain as- 
pects of his property. For example, he may 
wish to leave it to the discretion of his 
broker, or some lifelong and trusted acquaint- 
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ance, to say what shall be bought and what 
shall be sold. In that case, he wants a 
reliable custodian of his securities, plus the 
certainty that proper records will be kept, 
plus the regular receipt and crediting of 
income, and possibly the preparation and 
filing of his tax returns. All these are in- 
stances in which the formality of trustee- 
ship does not furnish a practical solution. 

The service required is one more flexible, 
one that does not involve transfer or con- 
veyance of title, one easily commenced and 
easily terminated, one in which full or partial 
power of management is not essential to the 
agreement, and one whose nature is inher- 
ently such that it can be modified or altered 
at any time. That service is what our agen- 
cies represent. 


Limitations of Agency Accounts 

Any actions relating to business of the 
kind here involved which a person legally 
competent may do in his own right, he may 
employ an agent to do for him. All acts of 
the agent, however, must be done within the 
scope of his agreement, and as such, are 
legally the acts of the principal. It follows, 
therefore, that this perfectly apparent re 
taining of title by the principal, permitting 
such absolute and continued control by him, 


with all its advantages of flexibility as com- 
pared with the trust, carries likewise a dis- 
advantage by virtue of its own nature. 

The principal has preferred not to trans- 
fer the title and ownership, but to remain 
himself the source of authority. Even when 
he has delegated full discretionary power of 
investment, he may revoke it at a moment’s 
notice, and the agency account in effect 
lives from day to day, at his pleasure. His 
legal existence, even his competence, is neces- 
sary to its existence. When he dies, or be- 
comes incompetent, the agency automatically 
ceases. Thus we come to the selling point 
at which, in discussing plans with a client, 
our trend toward trusteeship or agency must 
be decided. If he wants his property to con- 
tinue without legal interruption, under trust 
company management, in the event of his 
death, for the benefit of those dependent upon 
him, the living trust alone will answer. 
Agency dies when he does, and under it the 
property must go according to his will, or 
according to the laws of intestacy. 


Agencies Promote Trust Relationships 

Assuming, however, that your client wants 
the benefit of trust company management 
during his lifetime, but does not wish to 
deed over his property, is it sound policy to 
argue for the living trust? It would seem 
here, not only (a) that agency is the ideal 
method to suggest, but (b) that any favorit- 
ism for trusteeship is ill-advised, from the 
standpoint of the trust company’s own prof- 
its. 

Let us consider both of these points. 

(a) It is axiomatic that the trust com- 
pany should provide what the client wants, 
and not attempt to dissuade him from a 
perfectly rational idea. The conveyance of 
his hard-earned property may appear to be 
a drastic step, to him. He may wish to 
“try out” trust company management, before 
committing himself to such a step. You or I 
might feel the same reluctance. Trust com- 
panies should be in business to provide what 
their clients want, and in the long run 
we'll thrive best by giving them just that. 
Furthermore, why should there not be an 
equal assurance of permanence, in any agency 
relationship, as compared with that of the 
trust, if the service is satisfactory? With 
the exception of those opened for tempo- 
rary purposes only, our agency accounts here 
at the State Street Trust Company have de- 
veloped permanent relationships, either in 
the form of agencies or as trusts when busi- 
ness and personal considerations led eventu- 
ally to the change. 
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TRUST 


From the Standpoint of Profits 

(b) From the profits standpoint, any in- 
flexible attitude of mind, in favor of trustee- 
ship, only invites competition by interests 
who are intelligent enough to promote finan- 
cial service which adapts itself to the pub- 
lic need. Let us not emulate the merchant 
who tries to sell us something “just as good” 
or “better.” Adaptation is essentially the 
problem of the service and not of the client. 

There is another factor, too, which may 
act as a balance-wheel upon prejudice in this 
question. Namely, that as between the liv- 
ing trust which continues after death, obviat- 
ing the settlement of the estate by will or 
intestate laws, and the agency which de- 
velops into such a permanent and confident 
relationship that the trust company is named 
executor of a will, the reckoning of profit is 
all in favor of the agency. Every such liv- 
ing trust automatically removes the pros- 
pect of executorship. Every satisfactory 
agency promotes that prospect. Since the 
settlement of estates is the most lucrative 
field of trust department operations, the 
situation is obvious. 

Trust companies are in business to serve 
clients with sincere, impartial advice and 
service. They will survive and go forward 


to greater things, only upon that basis. Then 
with these features of trusteeship and of 


agency explained to him and clearly grasped, 
your client has a liberal range of service from 
which to choose, one in which all types of 
service can be applied to their exact niche 
of need, and all semblance of high-pressure 
selling is avoided. 


Practical Operation of Agency Accounts 

The practical operation of agency ac- 
counts presents a real problem to any trust 
department which is in process of growth. 
This is true because such accounts present 
an exceptionally wide variation in the extent 
and nature of the agent’s duties. The agency 
agreement itself, requires thorough thought. 
Many different ideas have found expression 
in the forms used for the purpose, through- 
out the country. Some of the larger banks 
and trust companies have succeeded in redue- 
ing their agreement to three or four printed 
forms, each one varying essentially, because 
of that chief feature of the account: The 
duties of the trust company as to invest- 
ments. 

Here at the State Street Trust Company, 
after giving the matter long and careful 
study, based upon our experience, we finally 
produced a single form of agency agreement, 
which answers for all types—from the ac- 
count in which we assume entire manage- 
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ment to the one in which we perform only 
routine duties. From the printed specimen 
reproduced herewith it will be observed that 
we cover, under a general preamble, those 
portions of the agreement which are com- 
mon to all such accounts, leaving for inser- 
tion only those portions which are variable. 
These yariable terms are stated as “options,” 
which provide a wide range of service from 
which our client can choose. 

In an agency for an executor or trustee, 
or certain other special types of account, 
we have occasionally found it desirable to 
prepare a special form of agreement. In gen- 
eral, however, our single unified form has 
proven itself adaptable, convenient and prac- 
tical in operation. Furthermore, it has 
helped to sell agency service. It saves time, 
and explains itself. The client can see almost 
at a glance, the manner in which he can best 
apply the trust company’s facilities to each 
of his special needs. 

Variable Duties Under Agency Accounts 

In the main, the variable duties of an 
ageney account—those relating to collection 
and payment of income, preparation of tax 
returns, rendering of statements, etc. depend, 
for satisfactory performance, upon accurate 
noting in the departmental work diary and 
eareful following by the responsible officer. 
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The only substantial division, in types of 
account, arises from the nature of the in- 
vestment duties. If the agreement calls for 
complete or advisory management, the ac- 
count must receive constant attention in its 
investment phases. If, on the other hand, 
the client retains the investment authority 
himself, or has delegated it to a third party, 
the account is of a different nature, from 
the investment standpoint. 


A detail worth noting is that in the non- 
discretionary type of account, statements of 
condition, notices, etc., issuing direct from 
a company in which the client holds securi- 
ties, must be called to his attention. Other- 
wise, useful and important information 
might be withheld from him, to his preju- 
dice as a security holder, and he would, in 
effect, be penalized by permitting the trust 
company to be the addressee of communica- 
tions and notices relating to his securities. 
Our practice, in this respect, is to call to the 
client’s or to the third party’s attention, any 
particularly significant factor in the state- 
ments of condition, or earnings, for which 
purpose our statistical department gives them 
a careful going over. In this way, we really 
perform a special secretarial function for the 
client in the financial sense, relieving him 


from the unnecessary perusal of much printed 
matter. 

In the conduct of agencies several different 
plans for the negotiation of securities are in 
wide use. There is the “nominee” system, 
the method of having all securities endorsed 
in blank, the use of blank powers of attorney, 
and lastly the system used and preferred here 
at the State Street Trust Company—the gen- 
eral power of attorney from the client. At 
the time of opening the account, we obtain 
signed dividend mailing orders, which also 
cover warrants, statements and communica- 
tions of every description destined for the 
stockholder. 


Accounting Practice and Legal Status 

In our accounting practice, principal is 
of course kept strictly separate from in- 
come, and in most cases we retain principal 
cash as a running balance in the agency 
account, instead of letting it become inter- 
mingled with the client’s own checking funds. 
Except in rare instances, income is paid over 
or credited once a month, with a detailed 
statement to the customer. We have thereby 
practically eliminated the method of credit- 
ing items to the customer as they are re- 
ceived. Mailed advices and bookkeeping are 
consequently simplified, to the joint advan- 
tage of the trust company and client. 

In some respects, the problems arising from 
the operation of agency accounts are as 
knotty, from the legal standpoint, as those 
of trusteeship. The law of agencies offers an 
interesting and profitable field for study— 
profitable if the trust company would steer 
a straight course through all the various as- 
pects and phases of its agency business. I 
suggest, particularly, that the trust officer 
about to engage in the agency field, go care- 
fully over the legal status of the agent for 
trustees or other fiduciaries. Interesting and 
important side-lights upon the relationship 
will surely result. 


Broad Scope of Agency Service 

The scope of usefulness of the service is 
almost without limit. In the case of individ- 
uals, it has covered needs, from those of the 
very wealthy property owner, to those of the 
man who is just getting a start, and wants 
to build firmly as he goes. In such a case, 
income added steadily to principal and in- 
vested, has helped greatly in the building. 
The doctor, the lawyer, the Army or Naval 
officer—any person, in fact, who wishes to 
create a retirement or reserve fund by sys- 
tematic saving and investment will find 
agency service useful. The young man or 
woman in college, using our advisory man- 
agement service and collaborating with us 
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A Quarter of a Century of Trust 
Service in Spokane 


Our many years of trust experience in Spokane, 
capital of the Inland Empire of the Pacific 


Northwest, 


our complete facilities and large 


financial responsibility, assure prompt and efficient 


probate service. 

All property located in the State of Washington 
must be probated in the State—regardless of the 
domicile of the owner at the time of decease. 
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in the investments through a fund established 
by the parents for education, has thus re- 
ceived a double education—a college training 
and experience in selecting investments. 

Churches, charities, public libraries—all 
sorts of institutional funds—utilize the serv- 
ice in varying forms. In some cases, we ad- 
vise as to investments. In others the by-laws 
have been so changed that we act jointly 
with the finance committee. Business corpora- 
tions, even a railroad, have sought our facil- 
ities for this type of service. Those worthy 
competitors, investment counsel concerns, 
have been pleased to suggest us as agent to 
hold securities, collect income and do the 
accounting and tax work, for clients of theirs, 
while investment authority was retained by 
the counsel concerns. Investment trusts 
have found it economical to have the trust 
company act as depositary for the securities 
and agent in certain details of the work. 
Individual trustees and executors have like- 
wise sought relief from the detail work of 
their duties, by appointing us agent. To the 
person taking an extensive trip, an agency 
account is the ideal solution, and many tires 
such an account becomes permanent, once its 
helpfulness is experienced. 


There is no lack of opportunity for culti- 
vation of agency business. The character 
and needs of any community, will suggest 
possible lines of approach and contact. A 
trust company’s own banking clients will be 
quick to sense the advantages of this helpful 
and efficient type of service. 

As agency authority remains vested in the 
individual owner, or principal, its scope and 
tendency have changed, and will continue 
to change, with the public conceptions of 
financial service. Hence it must keep abreast 
of the times, and adapt itself always, so far 
as practicable, to the public demand. In this 
respect, the agency is unlike the trust, whose 
main functions have been settled and estab- 
lished upon the legal precedents of hundreds 
of years. Agency exists only during life of 
the principal. Its functions and contacts are 
not those of death, but of life itself, in all 
its dynamic and ever-changing trends. Given 
the requisites of alertness, accuracy, and 
painstaking care, agencies are the builders 
of pleasant, permanent and_ profitable 
business. 


(Note: See following page for copy of 
Agency Letter of Instruction devised by 
State Street Trust Company.) 





State Street Crust Company 


BOSTON, MASSACHUSETTS 


AGENCY LETTER OF INSTRUCTIONS 


Date 
State StreEET Trust CoMPANy 
Boston, MASSACHUSETTS 
GENTLEMEN: 
I hereby appoint you Agent to hold and manage in accordance with the instructions herein con- 
tained certain property for which your receipt making reference to this letter of instructions has been or 
will be issued and any other property which may hereafter be received by you for this account. 


GENERAL INSTRUCTIONS 

You will use your best efforts to collect the income of said property as it becomes due and to 
collect the principal as it becomes due, distributable or called for payment. 

You will use your best efforts to keep informed of called bonds, subscription rights, reorganiza- 
tions, protective committees, or other matters of similar nature, affecting said property. You will not 
be under obligation to forward to me any proxies, circulars, financial statements, or similar matter, unless 
in your judgment any such matter is of sufficient importance to warrant its being brought to my attention. 

You may decide what shall be considered principal and what income in your accounting. I am 
to receive interest on cash for the period during which it is retained by you in this Agency account at 
the same rate paid by your banking department upon the funds in customers’ checking accounts. 

If full discretion is given you hereunder as to investments I understand that you will invest in 
securities of the same character as those in which you invest your own trust funds. But you may retain 
any property delivered to you in the form in which it is delivered. 

You are not to be accountable for errors of judgment, but only for wilful negligence, default or 
misuse. The property is to be given the same degree of care and protection as to safe custody as you 
give to your own property. 

You will use the general power of attorney, if one is delivered to you, only for the purpose of 
performing in my name the duties and powers delegated to you in this letter. 

I may at any time revoke, or amend the terms of this Agency, or modify the instructions as to 
specific transactions; you may on thirty days’ written notice terminate the Agency. 

If this letter is signed by a corporation the first person singular pronouns herein shall be deemed to refer to the corporation 


SPECIFIC INSTRUCTIONS 


(The option numbers inserted in Clauses A, B and C below refer to the options printed on Page 4 of this 
Letter, and represent my election and wish as to your duties and powers under each clause.) 


Clause A. INVESTMENTS: Option No. 


Name and address of person or firm having authority over investments if other than myself or State 
Street Trust Company. 


Name in which securities are ‘to be issued 
Special Instructions, if any 


Clause B. PAYMENT OF INCOME: Option No. 


Dates for making payments.. 
Special Instructions, if any 


Clause C. INCOME TAX RETURNS: Option No. 
Legal Address 


Special Instructions, if any 


Clause D. STATEMENTS: Monthly: Upon date of income remittance, reporting all transactions. 
Annual: Every twelve months from date of opening Agency with 
tabulation of transactions. 


one Instructions, if any 


Clause E. COMPENSATION OF TRUST COMPANY: 


.... % of gross income collected to be deducted monthly (minimum charge of $ annually). 
Special mummannetne if any. ty ee = 


Chee F. OTHER INSTRUCTIONS 





TRUST COMPANIES 


EVIDENCE 
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OPTIONS 
INVESTMENTS. (Option chosen is stated under Clause A of Specific Instructions.) 


1. State Street Trust Company will assume sole and complete management of investments. 


2. State Street Trust Company will assume complete management of investments but will ob- 


tain my approval of all proposed purchases and sales. 


3. All authority and discretion over my investments is retained by me, State Street Trust Com- 
‘pany being empowered only to buy, sell or exchange upon my written order. 


4. All authority and discretion over my investments is delegated to the person or firm named in 
Clause A of Specific Instructions. State Street Trust Company is empowered to buy, sell, 
exchange or deliver property upon the order of said person or firm, without liability to itself. 


PAYMENT OF INCOME. (Option chosen is state under Clause B of Specific Instructions.) 


1. Credit monthly to my checking account at State Street Trust Company. (If checking ac- 
count is kept elsewhere, name of bank is stated under Special Instructions of this Clause.) 
Remit monthly by check to my order. 

Add monthly to principal of this Agency account, for investment. 

Retain in Agency account to pay drafts drawn against Letter of Credit. 

Credit monthly to my savings account (State name of bank under Special Instructions of 
this Clause). 

Retain in Agency account, and pay such bills as I may send you from time to time bearing 
my approval. 

You will estimate the income receivable per annum in this account, and pay the same in 
twelve equal monthly instalments, making any necessary adjustments in the final payment 
of each year. (Method of remittance to be stated under Special Instructions of this Clause.) 


INCOME TAX RETURNS. (Option chosen is stated under Clause C of Specific Instructions.) 


1. State Street Trust Company will prepare and execute my returns, for which purpose I agree 
to give all necessary information upon request. 


2. State Street Trust Company will prepare no returns, but will send me at the close of each 
year a special tabulation of income and principal transactions in this account. 


3. State Street Trust Company is to assume no duties relating to my tax returns. 


eo 
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Does the Public Like 


A Conservative Bank? 


IDELITY TRUST COMPANY, founded 1886, has always 
been known as a conservative institution. 


Being conservative is sometimes called old-fashioned. 
Events in the last year have justified the time-tried policy 
of safety that has consistently directed Fidelity manage- 
ment. 

Figures shown here tell the story of how Fidelity has 
established itself in the confidence of the public. 

Today Fidelity is one of the largest trust companies in 
Pennsylvannia. 

We believe conservatism inspires confidence. 


YEAR TRUSTS FUNDS 
(Ten year periods) 
1886 ee © @ © « hf hUe 6Rmoorporated 
a a ee 
1906. . ove eee « ee 


1916... . « « « + 63,880,735.04 
(Five year periods) 


1921. . . . . $100,479,811.45 
1926 - . 146,957,479.98 


1931 . 2235,540,894.40 


This growth is not due to any mergers or consolidations 
but to steady development through 45 years service to 
this community. 


Confidential discussion of your estate matters can be 
arranged by appointment to suit your convenience. 


TELEPHONE COURT 0261 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE PITTSBURGH 
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EQUITABLE ESTATES: SHOULD THEY BE ABOLISHED? 


ISSUE PRESENTED IN NEW YORK BY PROPOSED REPEAL LEGISLATION 


R. H. BURTON-SMITH 
Co-author with Daniel S. Remsen on Second Edition of ‘‘The Preparation of Wills and Trusts”’ 


(Epitor’s Note: The following article is of importance to every New York fiduciary 
because the question raised has been recently at issue in an English income tax case 
where the court was compelled to decide whether or not the New York statute did destroy 
all equitable estates and interests of the beneficiary in the corpus of a New York trust 
and leave the beneficiary only a right of action against the trustee to execute the trust. 
On appeal to the House of Lords (Garland vs. Archer-Shee (1931) A. C. 212) it was 
unanimously decided that the language of Section 60 of the New York Revised Statutes 
did destroy all equitable estates and interest of the beneficiary in the corpus of the trust 
and left him only a right of action against the trustee.) 


HOULD equitable estates be abolished? 

This question may become acute, if cer- 

tain proposed changes in the New York 

Real Property Law relating to future estates 

are presented for discussion and action by 

the next legislature. A proposed change in 

Article 4, Title, Uses and Trusts, of Real 

Property Law, is that Sections 100, 101 and 
102 should be repealed. 

Before the enactment of the Real Property 


Law in 1896, the corresponding sections of 
the Revised Statutes were Sections 60, 61 and 
62, and read as follows: 


S. 60. Trustee of express trust to have 
whole estate. An express trust, valid as such 
in its creation, except as otherwise prescribed 
in this chapter, shall vest in the trustee the 
whole estate in law and equity, subject only 
to the execution of the trust, and the bene- 
ficiary shall not take any estate or interest 
in the property, but may enforce the perform- 
ance of the trust in equity. 

S. 61. Qualifications of last section. The 
last section shall not prevent any person, 
creating a trust, from declaring to whom the 
lands, to which the trust relates, shall belong, 
in the event of the failure or termination of 
the trust, or from granting or devising the 
property, subject to the execution of the 
trust, Such grantee or deéevisee shall have a 
legal estate in the property, as against all 
persons, except the trustees, and those law- 
fully claiming under him. 

S. 62. Interest remaining in grantor of ex- 
press trust. Where an express trust is cre- 
ated, every estate and interest not embraced 
in the trust, and not otherwise disposed of, 
shall remain in or revert to, the person cre- 
ating the trust or his heirs. 


Provisions of Bills Seeking Repeal 


S. 100, 101 and 102, the repeal of which is 
now sought, read as follows: : 


S. 100. Trustee of express trust to have 
whole estate. Hacept as otherwise prescribed 
in this chapter, an express trust, valid as 
such in its creation, shall vest in the trustee 
the legal estate, subject only to the execution 
of the trust, and the beneficiary shall not 
take any legal estate or interest in the prop- 
erty, but may enforce the performance of 
the trust. 


S. 101. Qualifications of last section, The 
last section shall not prevent any person, cre- 
ating a trust, from declaring to whom the 
real property, to which the trust relates, 
shall belong, in the event of the failure or 
termination of the trust, or from granting 
or devising the property, subject to the ex- 
ecution of the trust. Such grantee or devisee 
shall have a legal estate in the property, as 
against all persons, except the trustees, and 
those lawfully claiming under them. 


S. 102. Interest remaining in grantor of 
express trust. Where an express trust is 
created, every legal estate and interest not 
embraced in the trust, and not otherwise 
disposed of, shall remain in or revert to, the 
person creating the trust or his heirs. 

A debate has arisen as to whether the for- 
mer provisions and purposes of S. 60, 61 and 
62 were adroitly emasculated or ignorantly 
mutilated by the changes made by the revis- 
ers of the Real Property Law in 1896. Pro- 
fessor Walsh in his recent work on Future 
Estates in New York says that “inserting the 
word ‘legal’ was an adroit way of making the 
statute accord with the actual situation.” 
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Comment by Board of Statutory 
Consolidation 

The report of the Board of Statutory Con- 
solidation (1910), page 4900, has the follow- 
ing note relating to S. 100: 

“Section 100 of this chapter as it now 
stands misses the entire reform of the Re- 
vised Statutes, The intention of this section 
of the Revised Statutes was to abolish ‘equi- 
table estates, which in the development of 
jurisprudence had come to resemble legal es- 
tates. Thus a beneficiary of a trust might 
have an equitable fee or an equitable estate 
tail. If an estate tail, it might be barred by 
equitable tenants in tail. All equitable es- 
tates were susceptible of the same limitations 
as legal estates. The revisers of the Revised 
Statutes, with a profound knowledge of the 
old law, intended to abolish this anomaly of 
‘equitable estates’ of trust beneficiaries. The 
revisers of the Real Property Law, with great 
infelicity, missed the entire point of this 
reform, As it now stands S. 100 is incorrect, 
for the beneficiary of a trust never does take 
a legal estate or interest, and its possible 
effect is to restore the old law relating to 
equitable estates, if it is construed strictly. 
The language of the Revised Statutes should, 
therefore, be restored.” 

Surrogate Fowler took the position stated 
in this note. 


Issue Should Be Fought Out 

We now have a clear issue between the 
position of Professor Walsh, stated above 
and that of Surrogate Fowler, who contended 
that ‘equitable estates’ are anomalous and 
should have no place in the law and that 
they were in fact abolished by the Revised 
Statutes. 

It is of the utmost importance to corporate 
fiduciaries that the issue should be fought 
out to a definite conclusion which cannot be 
misinterpreted by the courts. As matters 
stand today no one can say whether “equi- 
table estates” have been abolished in New 
York by statute or that they were abolished 
by the Revised statutes and were restored in 
1896 by the “adroit” or “infelicitous” action 
of the revisers of the Real Property Law in 
that year. If one will read S. 60 against S. 
100, he will find that for the phrase “the 
whole estate in law and in equity” there was 
substituted the phrase “the legal estate” ; 
that for the phrase “any estate or interest” 
there was substituted the phrase “any legal 
estate or interest;” that the phrase “in 
equity” at the end of S. 60 was eliminated. 

Surrogate Fowler contended that a great 
reform was accomplished by S. 60 and that 
equitable estates were abolished by it. Pro- 


fessor Walsh contends that S. 100 was an 
adroit way of making the statute accord 
with the actual situation that the real or 
“beneficial ownership” is in fact in the ben- 
eficiary, not in the trustee. Section 61 and 
62 undertook to provide that the legal and 
beneficial ownership remained in the creator 
of the trust or his heirs, or in a grantee or 
devisee claiming the legal estate by transfer 
or devise from the owner of the fee simple 
absolute in possession who created the trust, 
subject only to the terms of the trust, which 
was enforceable in equity by the beneficiary 
against the trustee, who took the whole es- 
tate necessary to the performance of the pro- 
visions of the trust during the trust period. 

Every right, power, privilege and immu- 
nity connected with or related to the prop- 
erty and possessed by the trustor remained 
in or reverted to the trustor except as the 
trustor parted with them or any of them 
to the trustee to enable the trustee to per- 
form the trust. The personality of the trustor 
and all his rights, powers, privileges and im- 
munities with respect to his property were 
kept alive in the trustee, acting under the 
trust instrument, to the extent necessary to 
earry out the trust, and any rights, powers, 
privileges and immunities not necessary to 
the execution of the. trust remained in or 
reverted to the trustor, unless he parted with 
them as stated in 8. 61. 


Trustee Direction as to Income 


In drafting a trust instrument the language 
that directs the application of the income of 
the trust to the several beneficiaries of the 
trust must define with the utmost accuracy, 
(1) the point of time at which, and the con- 
ditions, if any under which the income so 
applicable to each shall commence, (2) the 
period of time during which, and the condi- 
tions, if any, under which the income shall 
continue; and (3) the point of time at which, 
and the conditions, if any, under which the 
income shall terminate. 


Is there any difficulty in looking upon this 
right to income in each beneficiary as a non- 
assignable right of action accruing from time 
to time rather than as an equitable use in 
the beneficiary creating in him an equitable 
estate in the corpus of the trust? If the 
beneficiary has a vested interest, he can, of 
course, dispose of it, except as the law per- 
mits restraints on such dispositions, but if 
he has no vested interest, he has nothing that 
belongs to him which has any of the charac- 
teristics of property or ownership. 


Trust investments frequently provide that 
there shall be no “vesting” of any legal or 


! 
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equitable estate or interest in the trust prop- 
erty in any beneficiary until actual payment 
and distribution to the beneficiary by the 
trustee. Such a provision accomplishes the 
same purpose that the former New York sta- 
tute was intended to accomplish. Nothing 
proceeds from the estate owner, except those 
rights, powers, privileges and immunities with 
respect to his property which he intends to 
devise or transfer and which he does in fact 
transfer by the trust instrument which he 
executes and delivers or by the will which 
he leaves. All else remains in him or his 
heirs. 

If the estate owner wishes to create future 
estates and interests either legal or equitable, 
that will not vest until the trustee, as holder 
of the legal estate, shall actually make pay- 
ments or distribution, it is well within his 
province and power to do so, providing he 
does not offend the rule against perpetuities 
or any statute against accumulations. 


What English Property Act Provides 

The English Property Act, 1925, reduces 
“legal estates” which are capable of subsist- 
ing, or of being conveyed or created at law 
to (a) An estate in fee simple absolute in 
possession; (b) A term of years absolute. 

It defines six “legal interests” and pro- 
vides that the two legal estates and the six 
specified legal interests may be referred to 
as “legal estates” and the owner of a legal 
estate as “an estate owner”. His legal es- 
tate is referred to as “his estate”. All other 
estates, interests and charges in or over land 
take effect as equitable interests, and every 
power of appointment over, or power to con- 
vey or charge land or any interest therein 
(not being a power vested in a legal mort- 
gagee or in an estate owner in right of his 
estate), operates only in equity. 

In the Restatement of the Law of Property 
being made by The American Law Institute 
S. 40, we read that an equitable estate in fee 
simple can be created in one or more persons 
by any terms which express an intent to 
create such an estate, and in the commentary 
under S. 10, that there was a general ten- 
dency, from the latter part of the Seven- 
teenth Century, to apply more generally the 
principle that courts of equity in dealing with 
equitable interests should follow the law, that 
is, should apply to equitable interests the 
same rules which courts of law applied to 
legal interests. The principles governing equit- 
able interests as thus developed were gener- 
ally received in the various States of the 
United States as part of their common law. 

In S. 105 the Restatement declares that 


CAPITAL STOCK $1,000,000 
SURPLUS (cEarneEdD) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 





equitable interests in land can be created by 
the methods and in accordance with the prin- 
ciples of creating corresponding legal estates, 
except to the extent that statutes have lim- 
ited the purposes for which trusts may be 
created. 


What Common Law Provides 

In the United States, at common law, there 
are unquestionably “equitable estates” and 
they resemble and parallel legal estates. This 
makes it a matter of vital interest to de- 
termine what the present status of “equitable 
estates” may be in New York. If we grant 
that the common law is in full force and effect 
in New York; that Ss. 60, 61, and 62 never 
accomplished their purpose; that if they did, 
Ss. 100, 101 and 102 destroyed their effect, 
we are face to face with the question of 
whether “equitable estates’? are anomalous 
and should be abolished by a statutory pro- 
vision preventing the vesting of any estate 
or interest in a trust beneficiary until actual 
receipt of payments of income or upon final 
distribution of principal. 


If this cannot be acomplished it will be 
necessary to fall back upon the principle of 
Section 33 of the English Trustee Act, 1925, 
establishing protective trusts, and provide for 
forfeiture, cesser and gift over of the equit- 
able interest of the beneficiary, whatever it 
may be, under certain conditions, and incor- 
porate the provisions of this section in a sta- 
tute or in every trust instrument that is in- 
tended to give protection to the beneficiaries 
thereunder. 

If the supreme motive for creating a trust 
is to give maintenance, advancement and pro- 
tection to beneficiaries, then the intent of 
the trustor should be supported and upheld 
by the statutes. They should not remain as 
a trap for the unwary and as a pregnant 
source of unnecessary litigation. 
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EXACT in Details 
HELPFUL in Spirit 


For more than 37 years we have prided 
ourselves on the accuracy with which we 
handle routine duties of Trusteeship. But 
our even greater concern and pride is that 
every transaction shall be carried out with 
a helpful spirit—an understanding heart. 
It is our fundamental policy to learn the 
intentions of every customer and to carry 
them out to the letter. As the only organ- 
ization in Milwaukee devoted exclusively to 
trust service, having specialized in this type 
of work since 1894, we offer the largest 


reservoir of trust experience in the State. 


FIRST WISCONSIN TRUST COMPANY 


MILWAUKEE 
Unit of Wisconsin Bankshares Group, whose Resources Exceed $300,000,000 





Sank Mite cL ee aoe Se 


TRUST COMPANIES 


OAHU SUGAR COMPANY MILL 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 


Capital, Surplus and Undivided Profits, $3,600,799.99 


Approximate Value of Real and Personal Property Under 
Our Control and Management, $75,000,000.00 


We do not transact a Banking Business 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 


PERCY H. JOHNSTON ADVOCATES 
BALANCED BUDGETS 

In his annual address to shareholders sur- 
veying operations of the Chemical Bank and 
Trust Company of New York during the past 
year, the president, Perey H. Johnston, com- 
ments on the general situation as follows: 

“Probably the most important contribut- 
ing factor in the return of prosperity is the 
necessity for lowering operating costs of our 
nation, states and cities; a balancing of their 
budgets and a fixed determination to live 
Within their incomes. Better conditions will 
prevail and in my opinion better government 
will be enjoyed by our nation when we aban- 
don the fallacy that the cost of government 
should be borne by two to three per cent of 
the population. 

“At such a time as the present it is im- 
possible to accurately predict how much long- 
er the depression will continue, but we can 
face the future with the knowledge and con- 
viction that the prosperity which will un- 
questionably follow the present period of un- 
certainty will be based upon a sound founda- 


tion, and that the institutions established on 
this continent by our forefathers will endure. 
What is needed most of all today is courage 
and confidence—courage in our undertakings 
and confidence in ourselves and in our ability 
to meet the problems of today and any that 
may arise in the future.” 


VIRGINIA TRUST COMPANY 

Conservative in its policies the Virginia 
Trust Company of Richmond experienced a 
year of growth in both its banking and trust 
divisions. 3anking resources at close of 
year totaled $7,420,056 with deposits of $4.- 
640,000. Capital is $1,000,000; surplus, 
earned, $1,000,000; undivided profits, $289,- 
429 and $451,435 for contingencies. The com- 
pany carries a large volume of trust busi- 
ness. 


R. B. Hewitt, vice-president and assistant 
trust officer of the Fidelity National Bank & 
Trust Company of Kansas City, Mo., has 
been advanced to trust officer, succeeding 
A. R. Strother. 
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EXCELLENT SHOWING BY LAWYERS 
MORTGAGE COMPANY 

Among financial institutions engaged in 
selling guaranteed real estate mortgages, the 
Lawyers Mortgage Company of New York 
unquestionably holds a premier position as 
to the safe character of its operations and 
offerings. It is today reaping the reward 
of conservative policies observed since its or- 
ganization in 1893 under the guidance of its 
president, Richard M. Hurd. 

The annual report of the company for 1931 
shows that during the past year the sales of 
guaranteed mortgages, including extensions, 
were $106,905,779, with a net gain in out- 
standing guaranteed mortgages of $14,977,315. 
Since the company was organized it has 
guaranteed $1,300,729,673 of mortgages, of 
which $865,859,559 have been paid in full, 
leaving outstanding $434,870,114. The com- 
pany has maintained its record of complete 
payment of principal and interest obligations. 
Gross earnings for last year were $4,045,908, 
expenses $1,541,710 with a slight loss of $456,- 
944 on sale of real estate, leaving net profits 
of $2,047,254. 

Assets of the company amount to $23,476,- 
205 with capital and surplus of $22,000,000. 


PROVIDENCE, R. I. 


Trust Company 


Among the holders of outstanding guaranteed 
mortgages are 45 trust companies, holding 
$33,612,474; 58 savings banks with $59,712,- 
369; 48 insurance companies with $26,354,- 
610; charitable institutions with $52,976,486 ; 
trustees $69,970,240 and 20,747 individuals 
with holdings of $192,241,935. 

President Hurd, in presenting the annual 
report of the Lawyers Mortgage Company, 
summarized the results of 25 years of oper- 
ation, as follows: “As to the results for 
stockholders during the twenty-nine years of 
the present management, the Lawyers Mort- 
gage Company has made gross earnings of 
$51,225,354 and net profits of $31,574,994. 
Of this latter amount, $20,904,900 have been 
paid as dividends to stockholders, and $10.- 
670,094 carried to surplus or undivided prof- 
its. In other words, of the capital funds of 
the company, amounting to $22,637,596, 
slightly over one half has been paid in by 
the stockholders and the balance has been 
derived by savings from earnings.” 


Directors of the Atlantic National Bank 
of Boston have recommended an increase in 
eapital stock by issuance of 505,000 new 
shares, adding $10,000,000 to capital funds. 
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AMERICA’S PRIME INTEREST IN MAINTENANCE 
OF THE GOLD STANDARD 


EFFECT OF MALDISTRIBUTION ON TRADE 


JAMES H. BECKER 
Vice-president, A. G. Becker & Co. 


(Epitor’s NoTE: 


The fact that a large part of the world, including Great Britain, 


Germany, Japan, the Scandinavian and South American countries have passed off the 
gold standard has naturally created apprehensive discussion as to the preservation of 


gold as the international medium of exchange and the possibilities of bi-metalism. 


This 


country is vitally concerned as the holder of the largest volume of gold and as sharing 
with France the unrestricted export of gold. 
that there is irresistible tendency, based on currency and economic advantages, 
makes for general striving back to the gold standard.) 


©T since the days of the Great War 

has the maintenance of the gold stand- 

ard for the world’s currencies imposed 
such a strain upon national treasuries as in 
1931. In many cases the burden proved 
greater than they could bear. During the 
last half of the year departures from 
the standard occurred in all quarters of 
the globe—either through actual suspen- 
sion of gold payments on the currency 
or through restrictions upon foreign ex- 
change operations and metal exports which 
amounted, in effect, to suspension of the 
standard. Great Britain, Germany, Japan, 
the Scandinavian countries and most of the 
South American republics passed off the gold 
basis during the period. Among the world’s 
great banking and commercial nations only 
the United States and France still permit the 
unrestricted export of gold. That freedom 
of movement is, of course, a basic require- 
ment in maintenance of a free gold standard. 


Gold Standard Still in Impregnable Position 


Certain commentators upon current affairs 
have advanced the opinion that the condi- 
tion brought about by suspension of the gold 
standard on the part of so many other na- 
tions will shortly force the United States to 
take a similar course. According to these 
views, an impressive demonstration has been 
given of the insufficiency of gold to meet the 
world’s monetary needs. Some other medium, 
therefore, must and will be found to replace 
it. (The long tradition of silver as a mon- 
etary metal, and the very large supplies of 
it which are available, cause it to be much 
spoken of as the new base—especially by 
those who have an interest in a better mar- 


The following article sets forth assurance 
which 


ket for silver.) If the world at large should 
go on a Silver basis, it is pointed out, or on, 
some other basis than gold, the demand for 
gold would drop, its value would decline, and 
the United States and France, along with the 
remaining gold standard nations, would willy 
nilly be forced to follow suit. 

This view does not appear to be warranted 
by the facts. It appears, indeed, to overlook 
some very fundamental considerations. Gold, 
we know, is not valuable primarily because it 
passes for money; rather, it is used for 
money because it is universally accepted as 
valuable. The almost instinctive disposition 
of human beings to treasure gold, and to 
acquire as much of it as possible, cannot 
instantly be changed by a government decree 
aimed at displacing it as the standard of 
monetary value. An illustration of this may 
be found in the fact that one of the first 
results of disturbance in the currency or 
banking system is a wave of gold hoarding. 
It is pertinent to point out that in those 
countries which are now off the gold basis 
the metal is more than ever prized and 
hoarded. 

That gold is not a perfect monetary base 
is conceded. But the world has been experi- 
menting with this and other media since 
civilization began, and the net experience 
has been that gold, more satisfactorily than 
any other metal, fulfills the requirements. 
Its searcity gives its value, and its physical 
properties suit it for coinage. Moreover, the 
natural causes limiting discoveries and re- 
covery of the ore have operated in such a 
manner that additions to the world’s stocks 
have roughly corresponded to the growth of 
the world’s needs. There is not the same 





TRUST 


National Trust 
Company 
Limited 


Capital and Reserve 
$6,000,000 


Assets Under Administration 
$262,000,000 


Trust Company Service for 
Corporations and Individuals 


Correspondence Invited 


Toronto Montreal Hamilton Winnipeg 


Saskatoon Edmonton London, England 


natural check, for example, upon silver pro- 
duction; enormous deposits are known and, 
were a motive present such as would be 
afforded by monetization of the metal, re- 
coveries of ore could be accelerated at a 
rate that would flood the world with silver. 
That a better medium than gold will some 
day be found is entirely possible. Until that 
time comes, however, and until the superior- 
ity of the new medium is clearly established 
and—what is more—universally accepted, 
gold will undoubtedly continue to be the 
standard by which other media are measured. 
Particularly will this be so while interna- 
tional balances are required to be paid in 
gold—as they are today both by nations 
which maintain and those which have sus- 
pended the gold standard. 


Present Situation Not Without Precedent 

It appears to be very generally forgotten 
that the world’s present difficulties with its 
monetary systems are not without precedent. 
Nations have gone off the gold basis before— 
and come back. Experience and reason sug: 
gest that those which are now off the gold 
basis will return to it as soon as they practi- 
cably can. Even the United States suspended 
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free operation of the gold standard during 
and after the war. Though probably not one 
person in ten now recalls it, it is a fact that 
from September, 1917, to June, 1919, the 
export of gold was strictly prohibited ex- 
cept under official permit. 

Practically all the belligerent nations ex- 
cept the United States went completely off 
the gold standard during the war, and re- 
mained off for years after the war ended. 
Germany, for example, was off the gold 
standard until 1924, Great Britain until 1925, 
Italy until 1927, France until 1928. Japan, 
indeed, returned to a complete gold basis in 
1930 only to leave it again the following 
year. The position of the United States, with 
its monetary system firmly imbedded in a 
gold base, remained secure throughout these 
vicissitudes. Business continued to go along 
more or less as usual during this period, 
with the United States, according to an old 
custom, enjoying a larger share of prosperity 
than any one else. It is interesting to recall 
these facts at a time when so many persons 
appear to feel that it is the gold situation 
largely which is responsible for the world’s 
present troubles. 


Causes of Suspension of Gold Payments 


The only reason a nation goes off the gold 
basis is, reduced to its simplest form, that 
it does not possess enough of the metal to 
meet its obligations. When it stops gold pay: 
ments it defaults, in effect, upon national 
obligations as represented by the currency. 
There have been, so far as we know, no de- 
partures from the gold standard on the part 
of nations whose stocks of the metal were 
ample to support their currency and to settle 
their foreign balances. 

It was a continued export drain which 
brought on the gold crisis in Europe last 
summer and fall. German creditors, alarmed 
as to the banking and political situation in 
the Reich, began calling in their short tern 
loans in such volume as to endanger the 
currency reserves. Result: the embargo on 
gold exports and the moratorium on short 
term credits. British advances to Germany 
were frozen by this move and, when Lon- 
don’s troubles were complicated by heavy 
withdrawals of French short term credits, 
the gold shortage became acute there, too, 
and forced the British authorities to suspend 
gold payments. That action immediately up- 
set the monetary systems of other nations 
whose holdings, or actual currency reserves, 
consisted largely of British pounds. Thus 
the crisis spread rapidly to all countries 
where a serious deficiency of gold existed. 
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France’s Accumulation of Gold 

The net movement of the gold exports 
which marked this crisis was toward the 
United States and France, chiefly toward the 
latter. (As a matter of fact, it is France 
whose steady accumulation of metal has been 
the outstanding feature of the world gold 
movement in recent years. The additions to 
her supply in the last five years are roughly 
equivalent to the total increase in the world’s 
stocks of monetary gold during that period.) 
The gold position of both nations appears 
secure. The United States has now well 
over four billion dollars of gold—about 40 
per cent of the world’s monetary stock. It is 
difficult to imagine a situation in which our 
supply would be so drastically reduced as to 
threaten the currency. As a practical matter, 
about the only way in which such a reduc- 
tion could occur would be through a mest 
unlikely combination of untoward events— 
the rapid withdrawal of such foreign bal- 
ances aS are now outstanding here; an un- 
precedented wave of gold hoarding on the 
part of our citizens; and a liquidation of 
securities on a tremendous scale, with con- 
version of these values into actual money 
rather than into bank credits. Even in this 
fanciful contingency the strain would appear 
first in our banking machinery rather than 
in the currency, and the catastrophe, if any, 
would undoubtedly occur there before reach- 
ing the monetary system. The entire possi- 
bility is remote. 
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United States and France is unfortunate which formerly has been going elsewhere, 
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5 ag tial reduction in foreign orders followed very 
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For example: When Great Britain went off 
the gold standard, the pound sterling imme- Economic Re-distribution Is Desirable 
diately dropped in foreign exchange value, It is agreed that a reduction of our inordi- 


and its purchasing power was proportionate- nate gold stocks would be of good effect, 
ly reduced in foreign markets. But, in the provided it might be accomplished through 
home market, its value remained relatively processes that would bring about substantial 
constant. It became possible, therefore, for re-distribution of the metal to the now gold- 
foreign buyers to purchase British pounds at impoverished nations. To some degree the 
a very substantial discount, and then to suspension of the gold standard by other 
spend them in Great Britain for approxi- countries works to that end. For, as indi- 
mately their full nominal value. This they cated above, when the dollar and france are 
have been doing. The result is—as undoubt- at such a premium, purchases in the Ameri- 
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can (and French) markets are discouraged, 
while buying on our part in the markets 
where the currency is heavily depreciated is 
correspondingly stimulated. 

These natural trade tend to build 
up foreign credit balances here, whose settle- 
ment is effected by American export of gold. 
The effect is likely to be transient, however, 
for a depreciating currency will presumably 
stabilize at some point, and internal 
then tend to adjust themselves according to 
foreign exchange values so that the tempo- 
rary price advantage offered by the coun- 
In any event, such 


forces 


costs 


try’s markets disappears. 
benefits as may come from the inflation ac- 
cumulate slowly in a world whose business 
pace has been cut down by a grave complica- 
tion of ills, and in which unprecedented tariff 
barriers obstruct the rational operation of 
trade. Any obstructions to trade bear funda- 
mentally on the gold problem, for the present 
unbalanced distribution of the metal is essen- 
tially, of course, the result of trade disloca- 
tions. 

The process of re-distribution might tem- 
porarily be hastened were conditions favor- 
able to the extension of foreign credits by 
which a substantial part of our gold could be 
transferred abroad. Even such a course, 
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however, would only serve to increase fur- 
ther the dollar obligations which are now 
outstanding and which depend ultimately for 
their settlement upon trade balances being 


created in the United States. Were the 
world’s ordinary commercial and govern- 


ment obligations alone involved, further use 
of credit might be feasible in order to cure 
the situation. But, in the actual case, the 
deadweight of reparations and war debts is 
squarely in the way of normal readjustments. 
It is against this wall that one inevitably 
brings up in tracing the problems which arise 


out of the unbalanced gold situation—and, 
for that matter, many of the other prob- 


lems which mark the present dislocation of 
world economy. 


RETIREMENT OF GEORGE E. ROBERTS 

The retirement of George E. Roberts as 
vice-president of the National City Bank of 
New York, announced at a recent meeting of 
directors, recalls a career of exceptional serv- 
ice. Mr. Roberts was known to the banking 
fraternity as one of the foremost publicists 
and authorities on bankinz and allied 
nomic subjects. The monthly economic let- 
ter published by the National City Bank and 
of which he was editor since it was started 
eighteen years ago, has been characterized 
by many bankers as “their economic bible.” 
Mr. Roberts will be succeeded as vice-presi- 
dent at the bank and also as editor of the 
monthly review, by his son, George Bassett 
Roberts. 

George E. Roberts entered the National 
City organization in 1914. He served as di- 
rector of the United States Mint under Presi- 
dents McKinley, Roosevelt and Taft. In 
1926 he was an adviser in connection with 
a reorganization of the monetary system of 
India. For the past several years he has 
been a member of the Economie Policy Com- 
mittee of the American Bankers Association. 
In 1930, Mr. Roberts was invited to become 


eco- 


a member of the gold delegation, a sub- 
division of the financial committee of the 


League of Nations. 





New York Clearing House banks adopted 
an informal agreement in valuing their bond 
accounts for the year-end statement, conform- 
ing to the rulings of the Comptroller of the 
Currency and the New York State Superin- 
tendent of Banks. 

The New York law firm of Taylor, Blanc, 
Capron and Mareh announces the admission 
of the following as partners: John S. Dud- 
ley, Richard J. Turk, Jr., and Edward M. 
Cameron, Jr. 
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OPPORTUNITIES IN TRUST SERVICE FOR THE 
AMBITIOUS YOUNG MAN 


QUALIFICATIONS AND REWARDS 


FRANCIS H. SISSON 


Vice-president, Guaranty Trust Company of New York and Vice-president of the American 
Bankers Association 


(EpitTor’s NOTE: 


Success in the trust profession is not merely a matter of training; 


of automatic faculty for interpretation of figures, legal documents and technical duties. 
Invariably those who have risen to the top in trust work are the men who have found 
their chief satisfactions in rendering service and they have discovered that monetary 
rewards usually follow in the train of unselfish and conscientious devotion to their tasks 
and the responsibilities committed to them. This is the view-point expressed by Mr. Sisson 
who is recognized as one of the standard bearers of the trust profession.) 


MONG the most attractive fields 

of effort that lie before a young 

man entering on a financial career 
today is one that scarcely existed until 
a few years ago. This is the adminis- 
tration of trust funds. Although the function 
of trusteeship is very old, the conditions 
under which it is performed have changed 
radically in recent years. <A quarter of 
a century ago, the typical trustee was a 
lawyer, banker, or business man chosen for 
the task because of his personal acquain- 
tance with the creator of the trust fund and 
his reputation for integrity and business judg- 
ment, and performing it, usually, as a side- 
line to his main occupation. In so far as 
professional trusteeship existed at all, it was 
little more than a branch of general legal 
practice. ‘Today, the administration of trust 
funds is recognized as a specialized function 
requiring fully as much financial, as legal 
training, and best performed, in most cases, 
by a corporate organization equipped with a 
staff of experts devoting themselves exclu- 
Sively to this type of work. 


Economic Demand for Expert Trust Service 

Two important features of recent economic 
history are mainly responsible for the 
changed conditions under which the activi- 
ties of trusteeship are performed today. One 
is the swift industrial expansion that has 
taken place in this country, resulting in the 
creation of many individual estates of sub- 
stantial size. The other is the centraliza- 
tion of business activity in the hands of 
giant corporations, with a corresponding de- 
cline in the relative importance of the small 
local business unit. It naturally follows that 
the investment of trust funds involves many 


problems that did not exist half a century 
ago, when the field for such investment was 
so vastly different from what it is today. 

In most cases, it is no longer desirable 
for trust funds to be invested in the local 
enterprises with which the creator of the 
estate has been identified. Safety is the 
prime consideration, and this is best assured 
by investing the funds in the securities of 
governmental units or of huge nation-wide 
or world-wide corporations such as scarcely 
existed fifty years ago. This type of in- 
vestment can best be handled by specialists 
who are free to devote their entire time to 
the study of their subject, not by individuals 
with essentially local contacts, however 
shrewd and capable they may be. And it 
is only in financial organizations that handle 
trust funds on a large seale that such special- 
ists can be found. 


In choosing a profession, the young man is 
interested primarily in two things—the work 
and the pay. Of the two, the first is easily 
the more important, not only because large 
financial rewards offer an inadequate com- 
pensation for a lifetime spent in uncongenial 
tasks, but also because financial success itself 
depends largely on the extent to which the 
individual is adapted to the work. What 
type of individual is more likely to find trust 
work congenial? 


What Makes a First-Class Trust Man 

Qualification that is of great value in 
trust work is that rather vague one known 
as business acumen. It is difficult to resolve 
this quality into its psychological elements, 
and correspondingly difficult for a young man 
to find out whether he possesses it without 
actual business experience. Most young 
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people, however, probably have some notions 
as to whether or not they were cut out for 
a business career. This question the pros- 
pective trust man should ask himself very 
seriously, for in the course of his work he 
is likely to be called upon to perform a 
remarkably wide variety of business func- 
tions. 

Businesses must be liquidated, reorganized, 
and refinanced, and sometimes even man- 
aged and operated. The assets of estates 
must be bought, sold, and traded. In these 
and other ways, the trust man must draw 
upon all the business judgment and experi- 
ence he has. Although he finds at every 
turn that these business functions must be 
earried on in the light of legal knowledge. 
the capacity for business 
probably the more 


management is 
important qualification 


of the two, because it is less easily acquired. 
Business ability, however, is largely a nat- 


ural endowment. ‘To possess it in a high 
degree, one must be born with the rudiments 
of it. No amount of training and experi- 
ence can make a first-class trust adminis- 
trator out of a man who has the natural 
mental equipment of a scholar and a dreamer. 

An indispensable qualification for success- 
ful trust work is what is called a “head for 
figures.” ‘This, like business ability, can be 
acquired only to a limited extent. Some of 
the clearest thinkers in the field of abstrac- 
tions find themselves helpless before a set 
of figures, while other men see quickly and 
accurately into the meaning of a balance 
sheet or a statistical array. The trust man 
must be a combination of accountant, tax 
expert, and statistician—although in all these 
fields, as in law, he can, when necessary, con- 
sult specialists whose technical knowledge of 
their respective fields is more extensive than 
his own. It is not so much a matter of doing 
the actual figuring as of interpreting the 
figures of others—of appreciating the rela- 
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tive significance of the numerical facts that 
are presented to him. His reasoning ability 
must lie along concrete, rather than abstract, 
lines. 

Must Possess Impulses of Human Service 

From the foregoing, it might be supposed 
that the ideal trust man would be a sort of 
automaton or thinking machine, without any 
of the “human” qualities that appeal to us 
most strongly in the people we know. This is 
far from the truth. There is another side of 
trust work that makes it attractive to those 
whose sympathies are deepest and most ac- 
tive. The man who is looking for a profes- 
sion in which he will be often reminded that 
his work has a direct and intimate relation 
to social welfare need have no fear that 
the trust field will leave that desire unsatis- 
fied. 

Everyone who is engaged in a legitimate 
business or profession is, of course, doing a 
useful work and contributing to social wel- 
fare. But there are some young men who 
are not satisfied with such indirect service 
to their fellow human beings. They feel an 
impulse to interest themselves in the lives of 
others in order to be of help. The trust man, 
in fact, occupies an unusual position. His 
work puts him in a direct way to advise, plan 
for, and help widows, children, old people, 
the sick, and those who are otherwise de- 
pendent on help from others. In a broader 
way, he is called upon to aid in the adminis- 
tration of community trusts, endowments, and 
other permanent funds of religious, educa- 
tional, and other philanthropic institutions. 
There is perhaps no other business that offers 
quite so many opportunities for personal and 
community service without leaving one’s 
place of business or going outside the scope 
of one’s profession. 

So much for the work. The young man 
who has natural business ability, a head for 
figures, an impulse for social service, and the 
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personality of the salesman, is naturally 
adapted to make a success in the trust field. 
There are, of course—particularly in the 
larger institutions—divisions of work that 
require these qualities in varying degrees. In 
the new business department, the aggressive- 
ness and magnetism of the salesman are the 
essential features. In ‘the investment of 
trust funds, a head for figures and sound 
judgment are at special premium. In gen- 
eral estate administration, the shrewd busi- 
ness man is more successful. Positions of 
great responsibility and high rewards can be 
gained in trust work by persons who pos- 
sess these qualifications in very unequal de- 
grees. The ideal all-around trust man should 
have them all. 


Financial Remuneration 

The next question—that of financial re- 
numeration—is much more difficult to an- 
swer. How do tthe financial rewards in the 
trust field compare with those in other busi- 
nesses and professions? As far as banking 
functions are concerned, a comparison shows 
that there is very little to between 
trust work and the work of other depart- 
ments in the matter of pay. A man of equal 
rank and equal responsibility will command 
approximately the same salary in the trust 
department as in any other part of the in- 
stitution, whether he is an executive officer, 
a division head, or a bookkeeper. Titles have 
different meanings in different institutions. 
In some cases, the trust officer is the execu- 
tive head of the department, while in other 
instances the officer in charge has the title 
of vice-president, with one or more trust offi- 
cers operating the department under his di- 
rection. It is on the basis of actual fune- 
tions, rather than titles, that the comparison 
must be made. 


choose 


One important consideration in this con- 
nection is that trust work is a growing field. 
At the present moment, of course, the trust 
field, like every other branch of business, is 
affected by the general economic situation. 
But this is a passing phase. From the long- 
term view the business of trusteeship must 
be regarded as one in which the greatest op- 
portunities still lie ahead. 

In summing up the matter, we must admit 
frankly that the trust field is no place for a 
man who has an ambition to get rich quick. 
In entering trust work, a man must face the 
prospect of hard labor, long and irregular 
hours, and, sometimes, heart-breaking experi- 
ences in the midst of grief and hardship. 
But he must also remember that before him 
lies the opportunity for human service of 
the highest and most satisfying sort. There 
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are few more exalted relationships than that 
of trustee and beneficiary. The trustee has 
more than property, he has human lives, in 
his care;—the peace of mind of widows, the 
physical comforts of families, the education 
of children, the administration of philanthro- 
pies. The man who is really fitted for trust 
work is he who ean find his chief satisfac- 
tions in other ‘things than large money re- 
wards. 


eS o, 
2 wy 


OPPORTUNITY FOR COOPERATION BE- 
TWEEN TRUST DEVELOPMENT MEN 
The opportunities afforded for close con- 

tact and exchange of useful experience which 
is afforded by the Trust Development Divi- 
sion of the Financial Advertisers Association, 
should not be neglected by those engaged in 
this type of work with trust companies and 
banks. There has never existed a period so 
prolific with results as the present in plant- 
ing seed for new trust business. The public 
ear is more alert to the trust message than 
in times when everybody is absorbed in 
schemes for making money. Conservation 
and protection are the watchwords. 

W. A. Stark of the Fifth-Third Union 
Trust Company of Cincinnati and chairman 
of the Trust Development Division of the 
Financial Advertisers Association, delivers 
a message to trust men in the December is- 
sue of the F. A. A. Bulletin, which should re- 
ceive sympathetic response. He says in part: 

“The trust development representative who 
attends the F. A. A. meetings and conven- 
tions comes into intimate contact with men 
who are familiar with every detail of his own 
work and the resulting discussions and cor- 
respondence have proved to be of real value 
to those who, at some cost to themselves, 
have given F. A. A. the benefit of their indi- 
vidual talents. In F. A. A. as in any other 
organization the benefits to the individual 
members can in every case be measured by 
the contributions made to the general cause.” 


WILMINGTON TRUST COMPANY REPORTS 
LARGE TRUST FUNDS 

The Wilmington Trust Company of Wil- 
mington, Del., reports total personal trust 
funds under administration of $156,000,000. 
Banking resources at end of the year amount- 
ed to $38,903,164 with cash, due from banks 
and exchanges, $4,870,000; U. S. Government 
bonds, $5,574,843; other bonds and _ stocks, 
$2,887,114; loans and discounts, $23,700,404. 
Deposits amounted to $23,517,410. Capital is 
$4,000,000; surplus and undivided profits, 
$10,547,726 with $400,000 reserve for con- 
tingencies. 
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Money that talks 
in every tongue 


Speaking] for the prestige of your de- 
positors—protecting their funds against 
theft or loss—surprising them with a 
spendability that is world-wide, Amer- 
icanJ Express Travelers Cheques truly 
represent travel ‘‘money”’ that talks in 
every tongue. 


Practically wherever your clients may 
travel, there are few more cheering 
sights than the uniformed representative 
who is the living symbol of the Helpful 
Hand of American Express Service. He 
and many others are stationed in dis- 


tant lands to aid travelers who carry 
American Express Travelers Cheques. 


Perhaps it is a rickshaw problem? Visit- 
ing the pyramids . . . steamship, hotel 
and rail reservations, passport problems 

. whatever it may be, he is ready 
to aid in making travel easy and com- 
fortable. This valuable personal service 
is automatically assured to your pa- 
trons on their trips abroad, the moment 
you sell them the small and convenient 
American Express Travelers Cheques. 


accepled the world over 


AMERICAN EXPRESS 
Travelers cheques 


Steamship Tickets, Hotel Reservations, Itineraries, 
Cruises and Tours Planned and Booked to Any Part of 
the World by the American Express Travel Service 





PUTECTUDOCEOCTOORT ORD eee eee aeetestes PEUECRRESRRRRERAAAEERAERAAEAD 


POCCOCCURACUECU UTC CUCU GEER TA Tee eee a Tate t eee eeeeeeet 


SURVEY OF THE REAL ESTATE MORTGAGE SITUATION 
CONSEQUENCES OF UNBALANCED FINANCIAL SET-UP AND 
FINANCIAL MISMANAGEMENT 


PHILIP W. KNISKERN 
Vice-president, Continental Mortgage Guarantee Company of New York 


RUSTEES and other holders of large 

quantities of real estate mortgages are 

vitally interested in the present real 
estate situation. Commercial bankers are 
inclined to direct criticism toward real estate 
and real estate securities that oftentimes is 
erroneous and wholly unwarranted. Further- 
more, due to its present disturbed and un- 
settled condition, the real estate situation 
warrants and demands sane and careful 
thinking. 

In the first place we must recognize that 
foreclosures today have news value and each 
one is spread upon the daily papers as well 
as being the subject of considerable discus- 
sion. We are inclined to make a great deal 
of one foreclosure and to forget all about 
the many properties which are going through 
these disturbed times with little or less seri- 
ous difficulties. There is no doubt whatever 
but that all those properties which are now 
being foreclosed or are in serious difficulties 
are a very small minority of the total num- 
ber of real estate properties in the country. 


Causes of Current Foreclosures 

No small proportion of the financial read- 
justment now taking place in real property 
is due to the so-called real estate bonds and 
practices which crept into that type of finan- 
cing. It is not the purpose in this article to 
defend the real estate bond nor to defend 
poor mortgages. It is the purpose, however, 
to set forth real estate in its proper position 
and its proper light by calling attention to 
some of the causes back of the bond and 
mortgage situation. Any study of the cur- 
rent foreclosures will show that a great num- 
ber can be traced back to causes which may 
be divided into two groups, namely, wrong 
and unbalanced financial set-up and financial 
mismanagement. 

If any one cause is more responsible than 
another for erroneous financial set-ups, it is 
that procedure of valuing real property by 
the so-called physical method without due 
and proper regard to current and future in- 


come. It has been the custom of many in 
the past to add the market price of the land 
to the cost of construction for the building, 
erroneously calling this total the value of 
the property. In some cases this process has 
been carried to the extreme of including in 
costs such items as excessive fees, prepaid 
interest and carrying charges, contractors’ 
fees and an elaborate assortment of items of 
cost peculiar to the particular operation. In 
this way a value has been built up from 
costs which has not had the leavening influ- 
ence of conservative income consideration. 


It is more and more becoming recognized 
as axiomatic that all true and permanent 
value in real estate arises from the income 
or use value of the property and that any 


value attaching to improved real property 
which is not founded upon present or reason- 


ably certain future income is speculative. 
In that this additional value is speculative 
it has no place as mortgage collateral. With 
equal certainty it is recognized that it is the 
income from the property which pays the 
mortgage obligations. Experiences of the 
past few months are increasingly confirming 
these statements. 


True Criterion of Value 

In support of the above it will be readily 
recognized that any purchaser of real estate 
does not compute the quantity of brick and 
mortar in the building nor the cost of in- 
stalling the physical items. On the contrary 
he buys the use value or net money income 
from the property. The true criterion of 
value is the economic result of the combina- 
tion of land and building as distinguished 
from the cost of producing that combination 
and, therefore, in sound valuation work the 
eost of production is of only secondary im- 
portance. Its importance then lies not in 
the specific cost of any one operation but in 
the form of the long term trend of average 
costs of many similar operations. In this 
form its importance lies in the character of 
competition which future construction will 
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provide against present buildings and the re- 
sulting effect upon income. 

Not a few of the buildings which are ex- 
periencing difficulties today are ill-conceived 
operations and were so recognized by many 
at the time they were started. In such cases 
the present depression has only hastened a 
result which was always ultimately certain. 
This ill-conception has taken many forms, 
some of which are misplacement of build- 
ings both as to location and as to demand 
for the facilities which they offer; many are 
inefficient operating units; others have been 
poorly planned from ‘the viewpoint of the 
convenience of tenants and attractiveness to 
tenants; many others have been designed for 
a use which was far above the existing de- 
mand at the location and predicated upon 
an earning rate which the existing demand 
could not support. 


Unbalanced Financing 

Many properties are suffering today be- 
cause of unbalanced financing, that is to say 
that the financial requirements placed upon 
the property in the form of fixed obligations 
for interest, taxes and operating costs have 
been above the net earning ability of the 
property. For this reason alone some prop- 
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erties are in difficulties in spite of the fact 





that they are otherwise well conceived, well 
located, efficient units. 

In many cases there has been an attempt 
to reduce full loans by rapid amortization 
through heavy annual or semi-annual pay- 
ments with the result that the mortgage in- 
terest and amortization payments either have 
exceeded the income possibilities of the prop- 
erty or have been so substantial a part of 
the income in good times that no reserve of 
earnings was available to meet the shrinkage 
in income from vacancies. Conservative 
thought for some time has held that exces- 
sive amortization payments or those that are 
not properly gauged to an income conserva- 
tively to be expected are dangerous to any 
loan. This contention has found ample sub- 
stantiation in recent developments. 

Sound financing requires that the fixed 
obligations on the property be such that there 
will still be a residual net income to the 
equity after financing charges, even though 
the property for short periods suffers sub- 
stantially more than the normal 10 per cent 
vacancies. 

In the study of any property the current 
income is a matter of fact. The future in- 
come, however, must be an estimate or proph- 
ecy. Considerable conservatism is essential 
in prophesying such future income. It is 
far better for the mortgage lender and for 
the owner if in the future years the income 
proves to be higher than the estimate. On 
the other hand, if financing be predicated 
upon too optimistic income estimates and 
these do not materialize, both the mortgagee 
and owner suffer. 


Unwarranted Financial Burdens 


Now another condition which has occurred, 
already referred to as financial mismanage- 
ment, results from the policy followed by 
some property owners of spreading their in- 
terests in too many properties with the re- 
sulting thin equities. Oftentimes the addi- 
tion of secondary and other obligations junior 
to the first mortgage place a financial bur- 
den upon the property beyond its ability. 
Again, an owner may own several properties, 
a few of which are producing good net in- 
comes even in these difficult times, while 
others are running behind. This owner, in 
order to hold all of his properties, takes the 
excess income from the good properties to 
meet obligations of the poor properties. This 
“milking” process continues until such time 
as the owner finds not only his poor proper- 
ties in bad shape but also his good property 
in a condition beyond his ability to save it. 
There are many other forms of financial mis- 
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We solicit the accounts of Banks, Corporations, 
firms and individuals and place at the disposal of 
our friends a complete Banking and Trust service. 
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acquainted 
further 


familiar to those 
that do not 


management 
with real estate 
mention. 

The thought which lies 
above remarks is not in any way a new 
thought to many of the more conservative 
individuals valuing real estate and lending 
thereon, but current events indicate that 
among a substantial number of people its 
importance has not been sufficiently recog- 
nized. This thought is that sound mortgage 
lending must be predicated upon the stability 
of the net earning power of the property and 
adjusted both to present income and to in- 
come to be expected with reasonable cer- 
tainty in the future years. 

The amount of any mortgage loan and the 
terms of its payment both for interest and 
principal should be properly proportioned to 
the probable net earnings of the property 
during the life of the loan and this propor- 
tion should be such that there will be a sub- 
stantial and interesting residue to the equity. 
This excess income will assure continuity of 
interest by the owner of the equity by mak- 
ing it worth while and attractive to retain 
the property and it will also form a reserve 
for those times of abnormal vacancies or 
otherwise reduced income. 


need 


behind all of the 


Sale Prices and True Values 

In closing a few remarks on current prices 
may be appropriate. It is interesting to take 
for comparison the purchase of ten shares 
of a certain bank stock which in early 1929 
would have cost $7,500. This amount com- 
pares with the price of a modest single fam- 
ily home. Ten shares of the same stock if 
sold today would bring something in the 
neighborhood of $700, showing a shrinkage in 
excess of 90 per cent from its original cost. 
It is safe to say that no real estate, almost 
regardless of its quality, has shown anything 
that begins to approach this depreciation in 
value. 


Unfortunately, not all real estate bonds 
but a larger percentage than is normally 
realized are selling at prices which reflect 
not only ignorance or inability to obtain ac- 
curate information of the property, but the 
normally limited number of buyers for real 
estate bonds and the current investment 
fear. Under such conditions sale prices do. 
not reflect true value. Two instances will 
make this clear. 

The first mortgage bonds of the Lincoln 
Building on Forty-second street opposite the 
Grand Central Terminal in New York City 
have recently sold at 35, thus rating the 
value of the first mortgage on that property 
at around $5,600,000. Similarly bonds of 
the Babizon at Sixty-third street and Lexing- 
ton avenue have sold at 22, rating the mort- 
gage on that property at $635,000. Either 
of these prices is ridiculously low even when 
considering the present unsettled and dis- 
turbed times and there is little justification 
outside of those reasons given just above 
for these low figures. 

> oe & 

PROTECTIVE COMMITTEE FOR NEW 
YORK HOLDERS OF REAL 
ESTATE SECURITIES 

An independent and responsible committee 
has been organized in New York City to 
protect the interests of holders of bonds se- 
cured by mortgages on real estate in Greater 
New York and to assist in improving real 
estate and building conditions. The need 
for the organization is attributed to the fact 
that more than $100,000,000 out of about 
$800,000,000 of such real estate mortgage 
bonds are in default in principal, interest or 
for non-payment of taxes. The committee is 
headed by George E. Roosevelt, of Roosevelt 
& Son, and includes Frederic J. Fuller, vice- 
president, Central Hanover Bank & Trust 
Company; J. Barstow Smull, president, N. Y. 
State Chamber of Commerce; George V. Mc- 
Laughlin, president, Brooklyn Trust Co. 
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A View of the Chestnut Street Banking Room 
(Reminiscent of Independence Hall) 
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NOTABLE PROGRESS OF CANADIAN TRUST COMPANIES 


COOPERATION WITH LEGAL PROFESSION AND LIFE UNDERWRITERS 


G. L. SPRY 
The Canada Trust Company of London, Ontario 


(Eprtor’s Note: The fact that commercial banking and allied functions are not essen- 
tial to the successful and profitable development of trust business, is amply demonstrated 


by the experience and the uninterrupted growth of trust companies in Canada. 


Concen- 


tration on fiduciary responsibility has fostered public confidence and led to refinements 


of administration. 


Trust assets now under administration by Canadian trust companies 


now aggregate well in excess of two and a half billion dollars. The following article is 
presented through the courtesy of “The Monetary Times” of Toronto, Canada. ) 


HE trust companies of Canada are now 

the nation’s second largest financial 

group. Their mantle of protection is 
spread over more than two billions of dollars 
of assets under their care and administration. 
This may be accepted as a remarkable ac- 
complishment when one considers that Can- 
ada’s oldest trust company came into exist- 
ence within the past five decades. A few 
comparative figures are quoted to indicate 
the strides made during the ten-year period 
from 1920 to 1930: 


Number of 
Trust Companies 
in Canada 


Assets under 
Year Administration 
See 49 $1,062,069,627 
a 36 1,085,914,S861 
1080... 56 2.318,031,926 


Attorneys and Life Underwrters as Allies 

In the development of trust company serv- 
ice in Canada two factors have played an 
important part in making this highly spe- 
cialized service possible. First, the legal pro- 
fession to whom will-makers and creators of 
trusts should go in order that the instru- 
ment under which the trust company oper- 
ates, whether it be a will, trust agreement or 
other document, shall comply with the laws 
of the province in which it is made; and in 
order that it shall be so drawn that no ques- 
tion arising later from inadequate provisions 
or ambiguities shall bring hardship to bene- 
ficiaries or unnecessary expense for judicial 
interpretation. Also, during the actual ad- 
ministration of the estate, legal services are 
required from time to time. The practice of 
clear-thinking trust company officials is to 
place the legal work in the hands of the law- 
yer of the testator or creator of trust. 


Secondly, life insurance underwriters have 
been an important factor in trust company 
development. The creation of trusts is, of 
course, valuable to a man’s dependents in 
direct proportion to the amount of funds 
available for administration. ‘Therefore, a 
man’s first concern is to create an estate 
which the trust company will safeguard for 
his beneficiaries. Life insurance creates an 
immediate estate, and a testator may plan 
the disposition of it immediately in his will 
or trust agreement as fully as if he had the 
proceeds in his own hands. So, we have 
two services, one the perfect complement of 
the other; the insurance company creates 
the estate, and the trust company protects 
and deals with it according to its instrue- 
tions while both are guided by the profes- 
sional knowledge and skill of the lawyer 
who arranges that all provisions for benefi- 
ciaries shall be effectual. 

Thus we have the lawyer’s expert legal 
knowledge, the insurance company’s facilities 
for the creation of estates and, finally, the 
trust company’s faithful, economical and ex- 
perienced stewardship in administration. 
Truly, a modern “triangle,” the three points 
of which might be designated, “knowledge,” 
“creation” and “conservation.” 


Estate Planning and Educational Activities 

Men create adequate estates, not merely for 
the personal protection and enjoyment that 
comes with financial independence but for 
the future support and safety of their de- 
pendents. For years, creators of estates 
thought only “in terms of lump sums” instead 
of “in terms of income.” Step by step, men 
have accustomed their families to their pres- 
ent standard of living and, if this standard 
is to continue after the head of the family is 
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The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 


Branches 

Montreal 
Calgary Ottawa Toronto 
Edmonton Quebec Vancouver 
Halifax Saint John, N.B. Victoria 
Hamilton St. John’s, Nfld. Winnipeg 


London, England 


removed, much thought must be given to the 
annual incomé required for maintaining it. 

Trust companies in Canada, and in the 
United States, are spending immense sums 
of money in educational advertising planned 
to get men to think in terms of income in- 
stead of giving too great attention to lump 
sums. Working hand-in-hand with life in- 
surance underwriters, these companies are 
analyzing the assets of individuals and sub- 
mitting plans calculated to meet each own- 
er’s particular requirements. These plans, 
when completed, enable the testator’s family 
1 wyer to draw a will which, in the practical 
as well as the legal aspect, will express his 
wishes. Here is a service, then, that not 
only benefits the dependents of the applicant 
for additional insurance needed in rounding 
out a well balanced program but the lawyer, 
the life insurance company, the trust com- 
pany all benefit indirectly. 

Countless illustrations could be cited as 
evidence that trust companies have been in- 
strumental in increasing the value of estates 
to the extent of $100,000, $200,000 and up- 
wards as a result of thoughtfully prepared 
plans submitted to prospects. It is desirable 
that the modern “triangle” to which we have 
referred shall continue indefinitely, and con- 
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stantly increase the scope of its effectiveness 
and usefulness through harmonious coopera- 
tion on the part of the lawyer, the life insur- 
ance underwriter and the trusts officer. 

The measure of our responsibility is not 
determined entirely by the few billions of 
dollars now under administration or in the 
care of the three groups in the triangle. There 
is the human element—the desire to be 
faithful, permanent and impartial—which 
should always enter into our every con- 
tact with the public. 












a & & 
REAL ESTATE-LAND TITLE & TRUST 
COMPANY, PHILADELPHIA 

An increase of nearly eleven millions in 
trust funds is shown in the December 31, 
1931 financial statement of the Real Estate- 
Land Title & Trust Company of Philadelphia, 
making total of $173.352,675 and with cor- 
porate trusts amounting to $242,790,850. 
Banking resources amount to $61,864,879; in- 
cluding cash on hand and in banks of $6,029,- 
042; demand loans, $22,968,797; time loans, 
$5,589,286; investments, $21,446,592. Deposits 
total $35,838,839. Capital is $7,500,000; sur- 
plus, $12,000,000; undivided profits, $1,765,- 
496; special reserve, $1,613,773; reserve for 
title insurance and depreciation, $820,177. 
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PROGRAM FOR ANNUAL MID-WINTER TRUST CONFERENCE 


A program of unusual excellence and value 
has been prepared for the approaching an- 
nual Mid-Winter Trust Conference conducted 
by the Trust Division of the American Bank- 
ers Association and to be held at the Hotel 
Commodore in New York City February 16th 
to 18th inclusive. The annual banquet will 
take place on Thursday evening, February 
18th with Thomas C. Hennings, president of 
the Trust Division and vice-president of the 
Mercantile Commerce Bank & Trust Com- 
pany of St. Louis as toastmaster. The ban- 
quet speaker will be Ralph Stone, chairman 
of the Detroit Trust Company. 

The speakers and topics scheduled for the 
various sessions, as announced by Secretary 
Henry E. Sargent, is as follows: 

First session, Tuesday, February 16th, 10 
a.m. Presiding officer, Thomas C. Hennings, 
president Trust Division, American Bankers 
Association. President’s address, President 
Hennings: “Building a New Business Cam- 
paign for Results,” J. E. Drew, member com- 
mittee on publicity, Trust Division, and vice- 
president American Trust Company, San 
Francisco “Trust Representatives and What 
They Represent,” Walter Reid Wolf, vice- 
president City Bank Farmers Trust Company, 
New York City; “Follow-Up That Follows 
Through,” Wentworth P. Johnson, vice- 
president Irving Trust Company, New York 
City. 

Second 
p.m. Presiding 


session, Tuesday, 
officer, R. M. vice- 
president Trust Division, and vice-president 
American Trust Company. San Francisco. 
“Insurance Trusts—Under Present-Day Con- 
ditions,” L. G. MeDouall, chairman Commit- 
tee on Insurance Trusts. Trust Division, 
American Bankers Association and associate 
trust officer Fidelity Union Trust Company, 
Newark, N. J.; “Cooperation—From the Un- 
derwriter’s Viewpoint,” Charles E. Hooper, 
Massachusetts Mutual Life Insurance Com- 
pany, Newark, N. J. “Insurance Trust Or- 
ganization—A Suggestion,” Joseph W. White, 
member committee on insurance trusts, Trust 
Division, American Bankers Association and 
trust officer Mercantile-Commerce Bank & 
Trust Company, St. Louis. 

Third Wednesday, February 17, 
9.50 a.m. Presiding officer. W. M. Bald- 
win, president Union Trust Company, Cleve- 
land, O. “Trends in Trust Investments,” 
Hi. EF. Wilson, Jr., vice-president Bankers 
Trust Company, New York: “Handling In- 
vestments in Trusts and Estates,’ C. W. Fen- 
ninger, vice-president Provident Trust Com- 
pany, Philadelphia, “Today's Problems in 
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session, 


Trust Investment Management,’ Edward J. 
Reilly, trust counsel, Moody’s Investors Serv- 
ice, New York City; “Management Policies at 
Depressed Levels,” John E. Blunt, vice-presi- 
dent Continental Illinois Bank & Trust Com- 
pany, Chicago, Il. 

Fourth session, Wednesday, February 17th, 
2 p.m. Presiding officer, President Hennings. 
“Railroad Bonds as Trust Investments,” 
R. R. Batson, manager statistical depart- 
ment, Standard Statistics Company, Inc.; 
“The Trust Division and the Bar,” Robertson 
Griswold, chairman committee on cooperation 
with the Bar, Trust Division, and vice-presi- 
dent Maryland Trust Company, Baltimore; 
“The Position of the Bar in Relation to Cor- 
porate Fiduciaries,’ John G. Jackson, of the 
New York Bar and chairman special com- 
mittee on unauthorized practice of the law, 
American Bar Association. 

Fifth session, Thursday, February 18, 9.50. 
a.m. Presiding officer, H. L. Standeven, 
chairman executive committee Trust Divi- 
sion, American Bankers Association and 
“xecutive vice-president Exchange Trust Com- 
pany, Tulsa, Okla. “Trust Service and the 
Public,” Harry J. Haas, president American 
Bankers Association and _ vice-president 
First National Bank, Philadelphia, Pennsyl- 
vania; “Basic Principles of Trust Ac- 
counting,” J. W. Allison, member committee 
on trust education, Trust Division, and trust 
officer First and Merchants National Bank, 
Richmond, Va. “Scientific Fee Schedules—A 
Report,” Henry A. Theis, chairman commit- 
tee on costs and charges, Trust Division, 
American Bankers Association and_ vice- 
president Guaranty Trust Company of New 
York; “Specialization in the Administration 
of Trusts,” Kingsley Kunhardt, investment 
trust officer, Guaranty Trust Co., New York. 

Sixth session, Thursday, February 18, 2 
p.m. Presiding officer, President Hennings. 
“The Movement for a Uniform Trust Ad- 
ministration Act,’ George G. Bogert, chair- 
man committee on uniform trust administra- 
tion act, National Conference of Commission- 
ers on Uniform State Laws and Dean, Uni- 
versity of Chicago Law School, Chicago, II1.; 
“Statutory Powers, Duties and Responsibili- 
ties of Trustees,’ William J. Stevenson, mem- 
ber committee on fiduciary legislation, Trust 
Division and vice-president First Minne- 
apolis Trust Company, Minneapolis, Minn.; 
“The Trend of Intestate Legislation,’ Rich- 
ard G. Stockton, member committee on fidu- 
ciary legislation, Trust Division, and vice- 
president Wachovia Bank & Trust Company, 
Winston-Salem, N. C. 





TRUST COMPANIES 


CONDENSED STATEMENT OF CONDITION 
December 31, 1931 


Che 
Cleveland 
Crust Company 


ASSETS 


Cash on Hand andin Banks .. . $ 28,464,493.09 


United States Government Bonds and 
Certificates ... i 24,129,667.56 


State and Municipal Bends und Other 
Bonds and Investments, including 
Stock in Federal Reserve Bank. . 27,101,586.32 


Loans and Discounts .. . - 187,974,334.82 


Banking Houses and Lots and Other 
Pe 6 + = «we +e +e 8,176,310.37 


Interest and Earnings Accrued and 
Other Resources . ...... 2,397,059.03 


Customers’ Liability on Letters of 
Credit and Acceptances Executed 
a ee 1,874,804.29 


Total ..... . . $280,118,255.48 


LIABILITIES 

Capital Stock . .... - « « $ 13,800,000.00 
Surplus and Undivided Profits —" 11,352,497.56 
Reserve for Taxes, Interest, etc. . . 965,603.40 
Dividend Payable, January 2, 1932 414,000.00 
Bills Payable and Rediscounts . 5,500,000.00 
Deposits « « es ew © et eo tw lw to ew] «624562750661 
Other Liabilities . . . ..... 583,845.62 
Letters of Credit and Acceptances 

Executed for Customers ... . 1,874,804.29 


Total ..... . . $280,118,255.48 


Member Federal Reserve System 
Member Cleveland Clearing House Association 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


CLAIMS FOR SERVICES 
(A claim for personal services ren- 
dered to decedent during his lifetime 
must be supported by a fair preponder- 
ance of evidence.) 

Here the claimant filed a claim for wages 
due her and for board and lodging furnished 
to the decedent over a period of approxi- 
mately seventeen years. It was apparent 
from the evidence that both the claimant 
and decedent had been friends for a number 
of years and had lived together a large por- 
tion of the time in various communities. 
Among the items for which payment was 
claimed was a general charge of six dollars 
weekly for the use of a furnished room occu- 
pied by the decedent and allegedly main- 
tained unoccupied for her benefit whenever 
she was absent. The furnished room was 
alleged to have been maintained continuously 
without payment of rent for the entire period 
of seventeen years. 

On the part of the decedent’s estate evi- 
dence was offered that she had lived in other 
quarters during at least some of the time 
when the claimant alleged the room was 
occupied by her and meals furnished. 

In dismissing the claim, the surrogate 
pointed out that it was incredible such a 
claim should have been permitted to become 
established covering so long a period with- 
out some agreement having been reached 
with regard to the amount of payment and 
method of discharge. He also pointed to 
the care which must be exercised in con- 
sidering claims of this character since in 
the first place, the decedent is not available 
to refute such allegations or prove payment 
while, on the other hand, in many cases trust- 
ing relatives are imposed upon for board and 
care under an implied promise of payment. 
The charges may accumulate and remain un- 
paid at death. The majority of these claims, 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


however, as shown by the decisions, are 
without merit. 

In pointing to the rule which governs this 
character of claim, it was stated that the 
claimant is required to make out a case by a 
fair preponderance of the evidence, but the 
law does not specify of what the evidence 
shall consist. So in every other case it is 
for the triers of the facts to take into con- 
sideration all the circumstances, such as the 
nature of the claim, tardiness in its presenta- 
tion, the death of the man against whose es- 
tate the claim is presented and all similar 
considerations in arriving at a conclusion.— 
“Estate of Margaret Quinn, Surrogate’s 
Court, New York County, N. Y., December 
21, 1931.” 


ANNUITIES 
(An annuitant under a will is not en- 
titled to the €upital fund value of the 
annuity where the remainder is _ be- 
queathed over.) 


Here the testatrix directed her executors 
to set aside sufficient securities to provide 
stipulated incomes for two named benefici- 
aries for life. At the death of each annuitant 
the remainder of the fund set aside for the 
payment of the deceased annuitant’s income 
was bequeathed over to stated beneficiaries. 
The annuitants, instead of contenting them- 
selves with the annual payments provided 
for, demanded that capital sums equal to the 
value of their respective annuities be paid 
to them. 

The surrogate pointed out that where the 
executor is directed to set aside a fund for 
the purchase of an annuity, the annuitant 
may elect to take the capital sum necessary 
to purchase the annuity in lieu thereof, and 
further, that the right of election will not 
be defeated by a direction that the purchase 
of the annuity shall be mandatory. Another 





TRUST COMPANIES 


|SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description—Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,121,000 Surplus and Profits, $1,966,120.45 


Market at Sixth 


situation, however, is created where the ex- 
ecutors are directed to set aside a fund to 
pay the annuity out of income and which, 
if insufficient, must be paid out of corpus 
where there is a gift over of the remainder. 
To allow the annuitants in this case to elect 
would violate the testamentary intent be- 
cause the testator intended the annuitants to 
receive annual payments and not a lump 
sum in lieu thereof and because the testator 
intended certain designated persons to re- 
ceive the fund remaining after the death of 
the annuitants. A present payment of the 
value of the annuities could conceivably leave 
to the remaindermen considerably less than 
they would receive should the annuitants die 
in advance of their expectancies.—‘Vatter 
of Oakley, Surrogate Court, Westchester 
County, New York, decided November 20, 
1981.” 


PROPERTY OF INCOMPETENTS 
(Assets conveyed by an incompetent 
more than two years prior to his death 
are not taxable as the transfer was void- 
able but not void.) 

Here an incompetent transferred an im- 
portant part of his estate to his wife in 
December, 1920. He died July 24, 1923. The 
Collector of Internal Revenue added the full 
value of the amount of property so trans- 
ferred to the list of remaining assets of the 
estate subject to Federal Estate Tax on the 
ground that since the transferror was incom- 
petent, the intended transfer was null anil 
void and the assets intended to be transferred 
remained in law as a part of his estate. The 
additional tax involved amounted to $19,- 
300.40. 

It was held in this case that the property 
transferred was quite beyond the reach of 
the Collector of Internal Revenue for Es- 
tate Tax purposes since there was no evi- 
dence of the transfer having been made in 
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contemplation of death, nor was it void in 
fact. While in some jurisdictions a transfer 
by an incompetent is void, in Maryland, 
which was the domicile of the decedent, such 
transfers are not void but merely voidable. 
The court pointed out that it was obvious 
that since neither the decedent in his life- 
time, nor his personal representative after 
his death, had challenged the conveyance, the 
property was not in fact a part of his estate 
at the time of his death. Hence it was not 
taxable as such.—Safe Deposit & Trust Com- 
pany vs. Collector of Internal Revenue, Dis- 
trict Court of Maryland. Decided December 
12, 19381. 


FIRST WISCONSIN NATIONAL BANK 


Total resources of $169,180,342 are shown 
in the December 31, 1931 financial statement 
of the First Wisconsin National Bank of 
Milwaukee with loans and discounts of 
$107,362,761; U. S. Government securities, 
$15,966,379; investment securities, $10,247,- 
354; cash and due from banks, ete., $27,448,- 
9ST. Deposits total $148,964.461. Capital is 
$10,000,000; surplus, $6,000,000; undivided 


929. 

The annual report of the First Wisconsin 
National Bank, presented by President Walter 
Kasten, shows net earnings for the year 1931, 
after providing for taxes and losses on loans 
and securities, of $1,841,780. This is equal 
to 18.42 per cent on capital stock, or 9.88 
per cent on capital, surplus and undivided 
profits and compared with 12.36 per cent 
earned on invested capital in 1930. Divi- 
dends amounting to 14 per cent were paid 
on capital stock, calling for $1,400,000. De- 
crease in deposits from $155,000,000 to $148,- 
965,000 was mainly due to deposits due to 
other banks, while savings deposits showed 
a net increase to total of $31,193,000. The 
personal loan department during the year 
made 2,662 loans amounting to $638,846. 





HARRY G. MEEM ELECTED PRESIDENT OF THE WASHINGTON LOAN 
AND TRUST COMPANY OF WASHINGTON, D. C. 


The recent election of Harry G. Meem as 
president of the Washington Loan & Trust 
Company of Washington, D. C., conveys every 
assurance that the fine traditions and pro- 
gressive policies of this institution, fostered 
by the late John B. Larner, will be faithfully 
observed and carried forward. Mr. Meem 
is peculiarly qualified for his responsible du- 
ties by experience and the fact that he has 
grown up with the Washington Loan & 
Trust Company. 

Mr. Meem entered the employ of the Wash- 
ington Loan & Trust Company in 1891 as a 
runner under the then presidency of Brain- 
ard H. Warner. By diligent application and 
gaining familiarity with the work of the vari- 
ous divisions he became an officer in 1904 
and successively occupied the positions of 
assistant treasurer and treasurer, becoming 
a vice-president in 1917. He has had the 
advantage of close association with the late 
Mr. Larner. He was born in Georgetown 
where the Meem family had resided since 
1756. His father, Peter G. Meem, was also 
a banker, having been officially connected 
with the Farmers and Mechanics Bank in 
its early days. Mr. Meem is a director and 
auditor of the Equitable Co-operative Build- 
ing Association; treasurer of Camp Goodwill, 
and assistant treasurer of the National Press 
3uilding Corporation. 

During the World War Mr. Meem rendered 
valuable service in connection with Liberty 
Loan drives and under his direction the 
Washington Loan & Trust Company received 
one-eighth of the total number of local sub- 
scriptions to the bonds. In 1918S he married 
Miss Louise Hill of Maryland and has two 
daughters. 

Notwithstanding general condi- 
tions the Washington Loan & Trust Company 
experienced substantial growth during the 
past year. The year-end financial statement 
shows a surplus of $3,587,655 above all re- 
quirements with deposits of $16,477,368. Cash 
in vault and reserve amounts to $4,056,172 ; 
exchanges, $384,158; U. S. Government se- 
curities, $1,931,296; other high grade bonds, 
$2,273,700; demand loans, $4,723,700; real 
estate and other loans secured by property 
worth nearly twice as much or financially re- 
sponsible borrowers, $4,504,888; banking 
houses and adjoining property, conservative- 
ly valued, $2,191,130. 

Three new members were added recently 
to the board of directors of the Washington 


business 


Harry G. MEEM 


Who has succeeded the late John B. Larner as President 
of The Washington Loan and Trust Company of 
Washington, D. C. 


Loan & Trust Company: Maj. Gen. Charles 
G. Treat, U. S. A., retired; Charles Carroll 
Morgan and Alfred H. Lawson. In addition 
the following directors are members of the 
board; John Joy Edson, chairman; John H. 
Clapp, Frederick V. Coville, Augustus Crane, 
Floyd E Davis, L. Whiting Estes, Albert F. 
Fox, Melville B. Grosvenor, John A. John- 
ston, S. H. Kauffmann, Carl B. Keferstein, 
George A. King, J. Leo Kolb, Harry G. Meem, 
Theodore W. Noyes, A. Chambers Oliphant, 
John Barton Payne, William E. Pearson, 
Arthur Peter, Chas. Parker Stone, Donald 
Woodward. 

The Washington Loan & Trust Company 
has also added Charles H. Doing, one of its 
officials, and Walter S. Pratt, Jr., secretary 
of the Equitable Cooperative Building Asso- 
ciation, to its board of directors. 


The Baker-Boyer National Bank of Walla 


Walla, Washington reports resources of 
$3,810,868 and deposits, $3,488,000. 





SIDNEY MAESTRE, NEWLY ELECTED PRESIDENT OF THE 
MISSISSIPPI VALLEY TRUST COMPANY OF ST, LOUIS 


The recent election of Sidney Maestre to 
the presidency of the Mississippi Valley Trust 
Company of St. Louis brings to that institu- 
tion the type of executive guidance which is 
in keeping with its fine traditions and poli- 
cies. He succeeds to the office which became 
vacant last October when J. Sheppard Smith 
passed away, and is the fourth president to 
preside over the affairs of the Mississippi 
Valley Trust Company since its organization 
in 1890. Although only forty years of age 
Mr. Maestre has a background of broad and 
successful experience, especially in banking 
and investment matters. His selection was 
the result of a survey of the financial field 
for a successor to Mr. Smith, conducted by 
a special committee, headed by E. B. Pryor, 
chairman of the board of directors. 

Mr. Maestre relinquished his position as 
president of the Mercantile-Commerce Com- 
pany, the affiliate of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis, 
in order to assume his new duties. He is a 
native of St. Louis and graduated from the 
University of Missouri in 1913. He imme- 
diately thereafter entered the investment 
banking business as a bond salesman and 
shortly after became associated with the 
Mercantile Trust Company as assistant man- 
ager. Later he went to Kansas City to ac- 
cept a partnership in Stern Brothers & Com- 
pany, but returned to St. Louis in 1919 to 
again resume his association with the Mer- 
cantile Trust Company as manager of its 
bond department. Five years later Mr. 
Maestre became vice-president of the Mer- 
eantile Trust Company and when that in- 
stitution was merged with the National Bank 
of Commerce to form the present Mercantile- 
Commerce Bank & Trust Company, he be- 
came president of the investment unit, the 
Mercantile-Commerce Company. He was also 
a member of the board of directors of the 
Merecantile-Commerce Bank & Trust Com- 
pany and is chairman of the Mississippi Val- 
ley Group of the Investment Bankers Asso- 
ciation of America. 

Mr. Maestre has been prominent in civic, 
community and charitable activities in St. 
Louis. He is president of the St. Louis Com- 
munity Fund and directed its successful cam- 
paign for funds a year ago. He is also pres- 
ident of the Bureau for Homeless Men, a 
member of the board of directors of the Sal- 
vation Army and treasurer of the Community 
Council. He has also rendered valuable serv- 


SIDNEY MAESTRE 


The recently elected President of the Mississippi Valley 
Trust Company, succeeding the late J. Sheppard Smith 


ice in the work of the St. Louis Chamber of 
Commerce of which he is chairman of the 
Ways and Means Committee... He is married 
and has one son and is member of the Rac- 
quet and the Noonday clubs. 

Mr. Maestre comes to a trust company 
which occupies a place of distinctive achieve- 
ment in the field of trust company develop- 
ment. The Mississippi Valley Trust Com- 
pany was organized in 1890. Its founders 
were Julius S. Walsh and _ Breckinridge 
Jones, whose names are written in large 
characters in the financial history of St. 
Louis. In 1930 the company transferred its 
operations from the building which it occu- 
pied many years ago at Fourth and Pine 
streets to the handsome and spacious new 


building at Olive street and Broadway, which 


represents the latest phase of equipment and 
accommodation. These larger quarters were 
rendered necessary as a result of the merger 
in 1929 with the old Merchants-Laclede Na- 
tional Bank and the State National Bank. 

The latest financial statement of the Mis- 
sissippi Valley Trust Company, as of Decem- 
ber 31, 1931, reflects the strong position of 





TRUST COMPANIES 


this organization with resources aggregating 
$77,826,636; deposits $67,857,405; capital of 
$6,000,000; surplus and undivided profits of 
$3,249,631. At the recent annual meeting 
Albert P. Greensfelder, president of the 
Fruin-Colnon Contracting Company and the 


Associated General Contractors, was elected M E % R O P O L I TA N 


a member of the board of directors, which is 


representative of the important financial, TRUS T SERVICE 


sopmaames and industrial interests of the city. th ro ugh out Ca lifo rnia 
The members of the board are actively as- 
sociated with more than 150 corporations 
and thus bringing to the management a wide 
diversification and familiarity with the busi- 
ness activities of the city. An important 
feature of the development of the Mississippi 
Valley Trust Company is its admirable rec- 
ord in trust administration and the handling 
of estates. Associated with President Maes- 
tre in the executive management are: Ed- 
ward B. Pryor, chairman of the board; A. L. 
Shapleigh, chairman of the executive com- 
mittee; W. J. Bramman, executive  vice- 
president, and Hord Hardin, W. J. Hein and 
A. O. Wilson, senior vice-presidents. The 
trust department is headed by A. Holt Roude- 
bush as vice-president and counsel. 
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AFFILIATED WORCESTER COUNTY 
BANKS, MASS. 


In 243 California cities in which 

; there are Bank of America 

The largest banking group in Massachu- : 

setts, outside of Boston, is the affiliation of branches, you and your clients 
Worcester County banks and trust companies, may secure metropolitan fidu- 
headed by the Worcester Bank & Trust Co. IK fc h at ae 
and the Worcester County National Bank and | Clary service — complete, indi- 
embracing five additional institutions. The 8 vidual and interested — super- 


combined resources of these seven institu- : : 
tions, according to the December 31, 1931 | vised by the Bank of America 


financial statement total over $81,000,000. Trust Departments in Los 


The Worcester Bank & Trust Company ac- A 
eounts for $40,124,899 banking assets and Angeles and San Francisco. 


has $28,140,924 trust department assets. Its 
capital is $3,800,000; surplus $3,800,000 and 
undivided profits of $628,488 with special re- 
serve of $957,000. The Worcester County 
National Bank has banking resources of $33,- 
744,072; deposits, $27,008,543 ; capital, $1,188,- 
150; surplus, $1,500,000, and undivided profits 
of $218,652, with reserves of $245,682. John 
E. White is chairman of the board and Wal- 
ter Tufts, president of the two leading banks 
in the group. 


AUN 


ONO 


For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 
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Bank of America : 


National Trust & Savings Association 


CALIFORNIA 


Bank of America National Trust & Savings 
Association... a National Bank and Bank of 
America...aCalifornia State Bank are identical 
in ownership and management...415 
offices in 243 California cities. 


The Irving Trust Company of New York 
is named co-executor in the will of the late 
John Manning Van Heusen, manufacturer, 
which provides for public bequests amount- Ttr-1 & 
ing to $1,250,000. SL BVDV BBV BV BBV BBY BVDV BV BV BV (BVDV BVDV BY (BV BVV BY BV BBE 
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TRIBUTE TO JOHN BELL LARNER 

The affection and high regard cherished 
toward the late John B. Larner, president 
of the Washington Loan & Trust Company of 
Washington, D. C., by those associated with 
him, is given accent in a gracefully worded 
tribute adopted by the board of directors 
of that company and signed by John Joy 
Edson, Theodore W. Notes, Harry G. Meems 
and Arthur Peter. The tribute is printed 
in booklet form together with an editorial 
from the Washington Evening Star of No- 
vember 10, 1931, and says in part: 

“As a banker he maintained the high 
standards which preceded him. He was not 
lured by inflation, unusual profits, consolida- 
tions or security affiliates, nor was he dis- 
mayed by war conditions, depressions or 
financial hysteria. A prudent, careful banker, 
he had no fear of progress or innovation. He 
doubled the surplus, tripled the deposits and 
multiplied the trust assets of this institution. 

“He had a strong sense of civic responsi- 
bility, and gave freely and unsparingly of 
his time and money to his fellow man, his 
church and the public welfare institutions 
of his city. He aided and guided in the cre- 
ation and development of homes for waifs, 
foundlings, old men and women, hospitals 
for the treatment of diséase and the allevia- 
tion of suffering, and schjols and colleges for 
the education and advantement of mankind.” 


. = 
CUTTING EXPENSES AND ELIMINATING 
INDEBTEDNESS 

“We are conservatively optimistic for 
1932,” says Robert M. Hanes, president of 
the Wachovia Bank & Trust Company, in 
an article on the outlook for 1932 appearing 
in the December number of The Wachovia. 
“We believe,” continues Mr. Hanes, “‘the re- 
turn to a more prosperous time is going to 
be slow, with some backsets yet, but that 
the major change in 1932 should be for the 
betterment of business conditions. The suc- 
eess of any individual, firm or corporation 
during the coming year will depend greatly 
on his or its ability to cut expenses to the 
minimum and eliminate indebtedness as rap- 
idly as possible. 

“The last two years have not been pleas- 
ant ones to look back on, but if we have 
learned the lesson as individuals, business 
houses, municipalities, as a state and as a 
nation, that large and increasing indebted- 
ness is always hazardous and often ruinous, 
that no permanent prosperity comes except 
by earnest and continuous effort, coupled 


with frugality and a sincere desire to serve, 
the lesson learned may not have been too 
costly, and the suffering will not have been 
in vain.” 


PLAINFIELD TRUST COMPANY 

Substantial gains in trust business were 
recorded last year by the Plainfield Trust 
Company of Plainfield, N. J., with total trust 
responsibility of $25,455,829. The banking 
department shows resources of $19,243,408 
and large proportion of cash and quick as- 
sets. Deposits amount to $17,241,126. Capi- 
tal is $650,000; surplus, $1,000,000; undi- 
vided profits, $128,086, and special reserve 
of $175,520. 


FIVE BANKS UNITE IN ATLANTIC CITY 

Consolidation has been effected in Atlantic 
City, N. J... between five banks and trust 
companies, namely the Guarantee Trust Com- 
pany, Marine Trust Company, Atlantic Safe 
Deposit & Trust Company, Neptune Trust 
Company and Seaside Trust Company. The 
consolidated institution retains the title and 
charter of the Guarantee Trust Company 
with capital of $1,000,000. 


HAZARDS IN EMERGENCY BANKING 
LEGISLATION 
(Continued from page 13) 

Just at the present time there is no great 
“concentration of funds” in the stock ex- 
change, and brokers’ loans are considerably 
lower than they were when the Federal Re- 
serve banks first began to collect figures on 
them. It would in fact be a good thing to 
do something to stimulate speculation instead 
of repressing it, but at this time such a re- 
quirement as Mr. Warburg suggests would 
not be repressive because the amount loaned 
by the banks on eall is so small, only about 
$500,000,000 for “own account,” and it is 
probable that some of them already have a 
portfolio of bills large enough to fulfill the 
requirements of Mr. Warburg’s suggestion. 
It will be noted that he does not suggest an 
amount equal to the funds loaned on the 
stock exchange should be invested in accept- 
ances but “an amount equal to a given pro- 
portion of the funds so employed.” He does 
not suggest, so far as I have seen, just what 
the maximum percentage to be required 
should be but that doubtless could be worked 
out. 


The Lycoming Trust Company of Wil- 
liamsport, Pa., reports trust funds of $15,- 
640.000 and corporate trusts of $7,244,000. 
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YORK VAULTS IN PITTSBURGH FEDERAL 
RESERVE 

The ingenuity and science of modern safety 
vault equipment is exemplified in the latest 
installation of the York Safe and Lock Com- 
pany in the recently completed new home of 
the Pittsburgh branch of the Federal Re- 
serve Bank of Cleveland. At the formal open- 
ing of the new building the visiting bankers 
and others were attracted by the amazing 
achievements of protection and ease of opera- 
tion in connection with the demonstration of 
the vault to which $205,000.000 in cash and 
securities was transferred from the old to 
the new Reserve building. Built as a sepa- 
rate unit the vault is entirely independent of 
the bank structure so that any destruction 
of the building would leave the vault un- 
affected. The features are two vault doors— 
a 30 inch rectangular main door and a 30 
inch circular emergency door. 

York equipment is favored in Federal Re- 
serve vault installation throughout the coun- 
try. This type of vault construction is to be 
found in the Federal Reserve Banks of New 
York, Philadelphia, Chicago, Boston, Cleve- 
land and Minneapolis with similar installa- 
tion in Federal Reserve branches at Cincin- 
nati, Jacksonville, Little Rock, Louisville, 
Pittsburgh and Los Angeles. Back of this 
construction is the forty years of experience 
of the York organization. 

The new home of the Pittsburgh branch of 
the Federal Reserve is regarded as one of 
the finest structures devoted to banking. The 
exterior is constructed of Georgia Marble 
which produces a chaste effect and which has 
shown itself most impervious to effects of 
time and weather. 


JOHN PERRIN 

John Perrin, chairman of the board and 
Federal Reserve Agent of the Federal Re- 
serve Bank of San Francisco from 1914 to 
1926, died recently in Washington, D. C., at 
the age of seventy-four. Mr. Perrin was 
recognized as one of the foremost authorities 
on matters of currency as well as banking. 
He contributed useful service in connection 
with the deliberations at Washington lead- 
ing to the passage of the Federal Reserve 
Act and as a member of the Currency Com- 
mission of the American Bankers Association, 
He entered the banking business in Lafayette, 
Indiana, and in 1899 organized the American 
National Bank of Indianapolis, continuing as 
president until merger with the Fletcher Na- 
tional Bank and remaining as chairman of 
the consolidated Fletcher American National 
until 1912. 


The oldest trust company 
in the Mid-South features 


a complete trust service. 


BANK °9F COMMERCE 
anD TRUST COMPANY 


MEMPHIS 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS 
$ 5,000,000. 00 





CORPORATION TRUST CO. AGAIN 
CHOSEN FOR IMPORTANT TASK 

Added to the long list of important as- 
signments to the Corporation Trust Company 
of New York to serve as statutory represen- 
tative in connection with the incorporation 
of large public and private enterprises under 
the laws of Delaware, is the Railroad Credit 
Corporation recently organized to put into 
effect the revenue rate pool proposed by the 
Interstate Commerce Commission as a means 
of relieving the financial strain on the na- 
tion’s railroads. Among similar incorporated 
enterprises of nationwide scope wherein the 
facilities and the incorporating experience of 
the Corporation Trust Company were enlisted 
may be named the National Credit Corpora- 
tion to carry out President Hoover’s sugges- 
tion for stabilizing the banking situation; the 
Food Administration Grain Corporation or- 
ganized during the World War; the Flood 
Credit Corporation organized during the 
Coolidge administration and the Grain Stab- 
ilization Corporation organized as part of 
President Hoover’s farm relief program. 


Francis S. Guthrie has been chosen presi- 
dent of the Dollar Savings Bank of Pitts- 
burgh, succeeding Samuel Bailey, Jr. 











There are men of advanced years in bank- 
ing as in other pursuits who just naturally 
stimulate and inspire their younger associ- 
ates and all with whom they contact, because 
of their unfailing qualities of kindness, 
cheerfulness and serene calm in and out of 
season, in bad as well as in good times. 
They have the rare faculty of adjusting 
themselves to rapid changes in custom and 
method. ‘They possess the armour of simple 
truth and integrity which age cannot wither 
or penetrate. 

Such a type of man is John Van Buren 
Thayer, dean of vice-presidents among New 
York banks and trust companies, who on 
January 15th jointly observed his eightieth 
birthday and his sixtieth anniversary of con- 
tinuous active service with the Central Han- 
over Bank and Trust Company of New York 
and one of its integral units, the former 
Union Trust Company. It was a day of hearty 
informal greetings, made festive by profusion 
of floral tributes banked on and around Mr. 
Thayer’s desk and framing his genial coun- 
tenance. Directors, customers and personnel 
of the company from President Davison down 
to lads on the messengers’ bench vied with 
each other to tender homage and to receive 
cheerful, friendly words in response. 

Born in Buffalo, Mr. Thayer came to 
Brooklyn in 1872. He secured a clerkship in 
the old Union Trust Company where he 
worked his way steadily toward a vice-presi- 
dency, remaining with the company through 
two mergers and serving under all of its 
presidents. No better tribute and fitting 
characterization of Mr. Thayer could be 
given than in the testimonial contained in 
an illuminated and engrossed bound parch- 
ment which was presented to him on Janu- 
ary 5th by President Davison, in behalf of 
trustees and senior officers of the Central 
Hanover, autographed by the trustees, vice- 
presidents and _ assistant vice-presidents, 
which reads as follows: 


Testimonial Presented to Mr. Thayer 

“To John Van Buren Thayer, on his Eigh- 
tieth Birthday and the completion of his 
Sixtieth Year with Central Hanover Bank 
and Trust Company of New York. Greet- 
ing and congratulations on these anniver- 
saries. 

“When you were asked on. January 15, 
1872 if you could add a column of figures 
you replied: ‘I am not a lightning calculator 





AN EXCEPTIONAL RECORD OF SERVICE WITH CENTRAL HANOVER 
BANK AND TRUST COMPANY 





JOHN VAN BUREN THAYER 


Vice-president, Central Hanover Bank and Trust Co. of 
New York, who recently celebrated his 80th birthday and 
60th anniversary of service with the Central Hanover 


but I am pretty careful.’ Those of us who 
have heard this bit of biography from your 
own lips know how justly that statement 
could be considered the key to your charac- 
ter and a symbol of the influence you have 
had in the record of our organization. The 
business of a bank and trust company is 
above all a careful business. In making 
carefulness your guide you have, because of 
your other qualities, been able to ineculeate 
the need of it in all with whom you have 
come in contact. 

“Of those other qualities what can we say, 
except that they become a gentleman. Dig- 
nified and urbane; genial and kindly; mod- 
est and self-effacing but respecting yourself 
and so respecting others—you have imparted 
to all the relations of our institution that 
human touch which is an integral part of 
its traditions. 

““To be seventy years young is sometimes 
far more cheerful and hopeful than to be 
forty years old.’ So Oliver Wendell Holmes 
wrote to Julia Ward Howe on her seventieth 
birthday. You are eighty years young; and 
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men half your years can learn cheerfulness 
and hopefulness from you. You are such a 
man as Sir Henry Wotton must have had in 
mind: 
“*How happy is he born and taught, 
Whose armour is his honest thought, 
And simple truth his utmost skill. 
Whose conscience is his strong retreat ; 
Who God doth late and early pray 
More of his grace than gifts to lend.’ 

“To all of us you are an example and an 
encouragement as one who from his birth 
has walked 

“In simpleness and gentleness and honor 
and clean mirth. 

“We appreciate your friendship. We de- 
light in your association. We are proud to 
pay you this tribute of our affectionate re- 
gard, and we are glad to extend to your our 
best Wishes.” 

The testimonial is signed by the following 
trustees: William Woodward, George W. Da- 
vison, Dudley Olcott, Colby M. Chester, Jr., 
Henry R. Carse, Francis M. Weld, Ernest 
Iselin, John Y. G. Walker, James Brown, 
Cornelius Vanderbilt, Frederick Strauss, Ed- 
gar Palmer, Johnston de Forest, Eustis 
Paine, Edwin Thorne, Jesse J. Ricks, Thomas 
Dickson, Robert L. Gerry, E. Hayward Ferry, 
Philip J. Roosevelt, William Crawford, Hen- 
don Chubb, Ernest Sturm, William S, Gray, 
Jr.. John B. Clark, Alfred L. Loomis. 


TRUST GAINS BY PEOPLES-PITTSBURGH. 
TRUST COMPANY 

Trust funds under administration at the 
Peoples-Pittsburgh Trust Company increased 
during the past year from $117,612,000 to 
$129,122,884, not including real estate and 
with corporate trusts of $69,716,625 also 
showing increase of over thirteen million. 
Banking resources continued practically un- 
changed at $102,541,066 with deposits of over 
$78,000,000 likewise comparing favorably with 
last year. Capital is $5,822,867; surplus, 
$15,000,000, and undivided profits of $1,839,- 
766, revealing increase of nearly half a mil- 
lion, besides maintaining reserves of $964,507. 

A special Christmas dividend was declared 
at the close of the year. Another develop- 
ment was the recent opening of a beautiful 
new home for the Squirrel Hill Branch office 
of the company. 


The Nassau Bank of Lynbrook, Long Is- 
land, N. Y., has been merged with the Lyn- 
brook National Bank and Trust Company. 

Bankers Trust Company of New York has 
been appointed registrar of the voting trust 
certificates of United States Sugar Corpora- 
tion. 
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Management and Disposition 
of Local Real Estate for 
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Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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Under Supervision of Federal Government 


AMERICAN SECURITY 


AND TRUST COMPANY 


Fifteenth and Pennsylvania Avenue 
WASHINGTON, .D. C. 


Capital andSurplus - ~- $6,800,000.00 
Assets over - $38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - $2,000, 000.00 
duahin and Undivided Profits - 870,000.00 

OFFICERS 

EDWARD J. STELLWAGEN......cccccssccce President 
GEORGE E. HAMILTON......Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
WALTER S. Vice-President 
Epwarop L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Epson B. OLps Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON Assistant Treasurer 
S. WiILLtAM MILLER Assistant Treasurer 
G. ELMER FLATHER Assistant Treasurer 
WILuiaM S. Lyons Assistant Secretary 
J. WESLEY CLAMPITT, JR.........Assistant Secretary 
WILLarp G. McGraw Assistant Secretary 


NATIONAL CITY BANK OF NEW YORK SHOWS FAVORABLE EARNINGS 


An interesting feature of the report pre- 
sented by Chairman Charles E. Mitchell at 
the annual meeting of the shareholders of the 
National City Bank of New York, is that 
operating earnings for the past year were 
$22,742,653 as compared with $21,336,734 for 
1930. Considering low money rates and gen- 
erally adverse business conditions this must 
be regarded as an achievement. After usual 
reserves and dividends of $19,785,000 there 
remained a balance to be carried to undi- 
vided profits of $1,700,417, increasing this 
item to $26,254,715... To take care of se- 
curity depreciation, adjustments in the capi- 
tal structure of the National City Company 
and provide for contingencies about $15,000,- 
000 was transferred from undivided profits 
at the end of the year. A statement of these 
and other facts relating to the operations of 
the National City Bank brought expressions 
of approval from stockholders attending the 
meeting and renewed assurances of faith in 
the management under Mr. Mitchell. Another 
piece of interesting information was that the 
bank’s holdings of short-term credits ad- 
vanced in Germany amounted to about $60,- 
000,000 and that the bank’s holdings of South 
American securities totaled about $15,000,000 
par value. 

The December 31st financial statement 
showed assets aggregating $1,857,975,421 and 
deposits of $1,418,702,000, exclusive of ac- 
counts carried in foreign branches. Quick 
assets and cash represent a large proportion 
of the resources of the bank. Cash in vault 
and due from banks alone amount to $35S,- 
194,606. United States Government obliga- 
tions amount to $250,611,950 and together 
with state, municipal and other securities, 
accounting for $372,590,375. Loans and dis- 
counts aggregate $913,237,000. Capital is 


$124,000,000; surplus, $90,000,000 and undi- 
vided profits with reserve for contingencies 
at the year-end amounting to $25,534,154. 
Thrift accounts increased to $147,000,000, a 
gain of $19,000,000 and representing 128,000 
new accounts. 

The City Bank Farmers Trust 
as affiliate to the National City 
tributed earnings, amounting $1,444,202. 
The December 31st, statement of the com- 
pany, which confines itself to trust business, 
shows assets of $70,441,215 with deposits of 
$46,830,000. The capital is $10,000,000; sur- 
plus, $10,000,000; undivided profits, $941,669 
and reserves, $2,669,115. At the City Bank 
Farmers Trust Company, Edward C. Dela- 
field and William B. Cardozo were elected to 
the board of directors. Other officers elected 
were: William J. Montgomery, Frederick G. 
Curry and Adrian M. Massie, who were made 
assistant vice-presidents; Dudley F. Fowler, 
Charles W. Devoy and W. R. Mollineaux, Jr., 
who were made trust officers, and Paul E. 
Landon, elected assistant trust officer. 

Gayer G. Dominick of Dominick & Domi- 
nick was elected a member of the board of 
the National City Bank. 


Company, 
Bank, con- 


CAPITAL FUNDS INCREASED BY KINGS 
COUNTY TRUST COMPANY 

The Kings County Trust Company of 
Brooklyn was able to shown an increase in 
capital account as a result of last year’s 
operations. Undivided profits increased from 
$453,000 to $562,497 with capital of $500,000, 
and surplus of $6,000,000. Resources total 
$38,139,602 and due depositors $30,909,167. 
Cash on hand a. to $3,058,000; cash 
in banks $6,695,000; U. S. government bonds 
$5,095,000; N, Y. state pa city bonds §2,- 
082,000. 





TRUST 


COMPANIES 


The Oldest Trust Company in Massachusetts 
Established 1868 
and its affiliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


CHASE NATIONAL BANK OF NEW YORK MAINTAINS 
PREMIER POSITION 


The Chase National Bank of New York, as 
America’s largest bank in point of volume of 
resources and deposits, has passed through 
the trying conditions of 1931 in a manner 
that reflects most creditably upon the qual- 
ity. courage and sound judgment of its man- 
agement. The inevitable write-offs due to 
depreciation of market value of all securi- 
ties, were accepted and applied without com- 
promise so that at the end of the year all 
were written down to rock bottom, 
leaving the capital structure in a strong po- 
sition with ample reserve for contingencies 
and resources well fortified as to liquidity. 

Total resources of the bank at the end 
of the year aggregated $1,9S88,669,000, the 
largest reported by any American bank. Com- 
bined capital, surplus and undivided profits 
were $291,075,000, the capital remaining as 
heretofore at $148,000,000. Cash in vault, 
Federal Reserve and other banks amounted 
to $333,571,000. Investments in U. S. Govern- 
ment securities were $162,946,000; state, mu- 
nicipal and other securities, $165,155,000 ; 
loans and discounts, $1,154,633,000. Deposits 
amounted to $1,459,114,000. The report indi- 
cated that in accordance with the bank’s con- 
servative policy the directors had transferred 
$24,000,000 from surplus to its reserve for 
contingencies. 


assets 


Further details were contained in the an- 
nual report of chairman of the governing 
board, Albert H. Wiggin, who stated that 84 
per cent of total loans, discounts and ac- 
ceptances of the bank, is represented by ex- 


tensions of credit to American borrowers for 


domestic account and 16 per cent by foreign 
credits, of which approximately one-third is 
for strictly German account. The report 
shows that despite low interest rates of 
1931 current earnings for the year were in 


excess of dividends declared amounting to 
$27,750,000, exclusive of $1,850,000 dividend 
of Chase Securities Corporation which was 
likewise subjected to writeoffs correspond- 
ing to market depreciations. : 

The year was one of important develop- 
ments for the Chase National. There was 
the consolidation of the Chase Harris Forbes 
Corporation and the Chase Securities Cor- 
poration. In December the banking business 
of the American Express Bank & Trust Com- 
pany was consolidated with the Chase Na- 
tional and its trust business going to the 
Equitable Trust Company, a Chase affiliate. 
The offices of the American Express Bank 
are now operated as the American Express 
Branch with former members of the board 
becoming members of the branch’s advisory 
committee and an official staff headed by 
Cornelius J. Murray, vice-president. 

Six new directors were added to the board 
of directors of the Chase National Bank, at 
the annual meeting of shareholders. They 
are Kenneth C. Bell, Otis Everett, William 
P. Holly, Leon H. Johnston, William Moor- 
head, and Lynde Selden. 


STATE PLANTERS BANK & TRUST COM- 
PANY OF RICHMOND, VA. 

The State-Planters Bank & Trust Com- 
pany of Richmond, Va., reports a year of 
growth and sustained activity. Resources 
at close of the year aggregated $34,272,979 
with cash and due from banks of $6,931,17 
loans and discounts, $17,613,837; stocks and 
bonds, $8,841,168. Deposits amount to $28,- 
211,515. Capital is $2,500,000; surplus, $1,- 
500,000 ; undivided profits, $516,529 and $500,- 
000 reserve for contingencies. 
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CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Cable—“Trustco” 


Havana 








If Oldest Trust 


Department 


In Alabama 


Let us handle your trust affairs in 
this district. Correspondence invited. 
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WILLIAM B. CARDOZO, WHO HAS SERVED FIFTY YEARS WITH 
CITY BANK FARMERS TRUST COMPANY OF NEW YORK 


Officers and staff members of the oldest 
trust company in the United States, the City 
Bank Farmers Trust Company of New York, 
gathered recently to congratulate and present 
a silver service to William B. Cardozo, vice- 
president, who on December 12th, last, com- 
pleted fifty years of uninterrupted service 
with that institution. At a subsequent meet- 
ing of the board of directors appreciation 
was expressed by electing Mr. Cardozo a 
member of the board. 





WILLIAM B, CarRDOzO 


Vice-president of the — Bank Farmers Trust Company 
of New York, who recently completed fifty years of service 
with that institution and who has been elected a director 


Mr. Cardozo was born in New York City 
on October 12, 1865. He came to the Farm- 
ers Loan and Trust Company, December 12, 
1881, at the age of sixteen. His father was 
a friend of Rosewell G. Rolston, then presi- 
dent of the trust company. While this con- 
nection may have opened the way to Mr. 
Cardozo’s securing a job, it certainly did not 
obtain for him any favored treatment. 
“Young man,’ Mr. Rolston said, “you’ve got 
to work, and work hard from 8:30 in the 
morning until you’re through: make four 
trips to the post office every day, and your 
salary will be $25 per month.” 

Apparently these admonitions did not dis- 
courage Mr, Cardozo. He was the general 
office boy, washed inkwells, put the books 
away, wound clocks, put up the awnings and 
locked un at night. Life moved more quietly 
in those days. If a security was wanted 
from the vault, Mr. Cardozo ran downstairs 
and got it without having to bother with a 
voucher. <At the time of the Erie Railroad 
reorganization, Mr. Cardozo personally han- 
dled the shipping to Europe of some $40,000,- 
000 in bonds. 


At the annual meeting of the stockholders 
of the National Mortgage Corporation, a unit 
of the Manhattan Company of New York, 
two new directors were added to the board: 
J. Stewart Baker, vice-chairman, and chair- 
man of the executive committee of the Man- 
hattan Company and vice-chairman of the 
Bank of Manhattan Trust Company; Harry 
E. Randel, vice-president of the National 
Mortgage Corporation. 


The Discount Corporation of New York, a 
leading acceptance house, reports assets of 
$233,177,502, with $10,555,000. 
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MERCANTILE TRUST CO. OF BALTIMORE 


ESTABLISHED 1884 


Surplus and Undivided Profits, $4,600,000 





We Solicit Your Baltimore cAccount 


FRED. G. BOYCE, Jr., Vice-President 
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A. H. S. POST, President 





MERGER OF CHATHAM PHENIX NATIONAL WITH MANUFACTURERS 
TRUST COMPANY OF NEW YORK GOES INTO EFFECT 


Plans for merger of the Chatham Phenix 
National Bank & Trust Company with the 
Manufacturers Trust Company of New York, 
under the title of the latter, were approved 
at meetings of the stockholders of both banks 
on January 18, 1932. According to the sepa- 
rate reports of financial condition made un- 
der date of December 31, 1931, the deposits 
of both institutions were $419,712,000, of 
which the Manufacturers Trust Company ac- 
counted for $269,540,000 and the Chatham 
Phenix, $150,172,000. Resources of both 
banks at beginning of the year amounted to 
$582,308,000. 

The plan of merger calls for the organiza- 
tion of a new corporation to take over cer- 
tain assets held in both institutions that 
over a period of time have become of a nature 
that realization of the greatest amount 
therefrom, for the benefit of stockholders, 
depends largely upon the length of time they 
may be held and the care with which they 
are handled. For the assets so transferred 
the new corporation will issue to the merged 
bank its notes, debentures or other obliga- 
tions in an amount and character to be de- 
termined by the board of directors. The capi- 
tal stock of the liquidating corporation will 
be issued to stockholders of the merged bank 
on a share-for-share basis. 

The merger of the two banks involves an 
increase in the capital of the consolidated 
Manufacturers Trust Company from $27,500,- 
000, represented by 1,100,000 shares of $25 
par value, to capital of $32,935,000, repre- 
sented by 1,646,750 shares of $20 par value. 
The 546,750 additional $20 par value shares 
of Manufacturers Trust Company are to be 
exchanged for the 810,000 shares of $20 par 

value stock of Chatham Phenix, the ratio of 
exchange coming out to 27 /40 of each share 


of Manufacturers Trust for each share of 
Chatham Phenix. 

The official personnel of the combined bank 
is headed by Harvey D. Gibson as chairman 
of the board; Louis G. Kaufman, who was 
president of the Chatham Phenix, as presi- 
dent and Henry C. von Elm, vice-chairman 
of the board. The enlarged board of direc- 
tors, aS announced by Mr. Gibson, embraces 
the following: Charles K. Beekman, Edwin 
J. Beinecke, Edgar S. Bloom, Thomas L. 
Chadbourne, James H. Conroy, Robert E. M. 
Cowie, Charles A. Dana, Horace C. Flanigan, 
Charles Froeb, Harvey D. Gibson, Frank J. 
Heaney, Richard H. Wiggins, John L. John- 
ston, Oswald L. Johnston, C. L. Jones, Louis 
G. Kaufman, Fred M. Kirby, Daniel J. Leary, 
Albert C. Lehman, Joseph J. Lerner, George 
McDonald, Thomas H. McInnerney, Samuel 
McRoberts, John P. McGuire, Lindley C. Mor- 
ton, Maurice Newton, C. R. Palmer, Frank 
Phillips, Harold I. Pratt, Harold C. Richard, 
Walter E. Sachs, Harold V. Smith, Arthur 
S. Somers, J. Fred Talcott, Henry C. Von 
Elm, Max S. Weil, Sidney J. Weinberg and 
William B. Joyce. 

It is interesting to note that during the 
past year the Manufacturers Trust Company 
registered an increase of fifty millions of 
deposits. It was a year of unusual impor- 
tance for the company in rendering a broad 
community service in serving as liquidating 
agent for a number of smaller banks and in 
taking over a number of other institutions. 

Harold §S. Miner, M. Ray Coffman and 
Frederick V. Goss have been appointed vice- 
presidents of the Manufacturers Trust Com- 
pany of New York. William G. Rabe and 
William P, Dunn, Jr., formerly assistants to 
the president, have also been appointed vice- 
presidents. 
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GIRARD TRUST COMPANY OF 
BEST YEAR IN 


The conservative policies which have al- 
ways characterized the Girard Trust Com- 
pany of Philadelphia during its ninety-five 
years of service, are notably reflected in its 
record of activities and growth during the 
past year. Together with the other leading 
and senior trust companies and banks of 
Philadelphia, the Girard Trust Company 
stood firm and resourceful in counteracting 
a year of exceptional pressure upon banking 
institutions in which Philadelphia had its 
share. 

It is significant of the rewards which at- 
tend adherence to the highest type of trust 
administration to state that the Girard Trust 
Company, during its fiscal year ended No- 
vember 30, 1931, experienced the second best 
year in its entire history, from the stand- 
points of earnings and growth in business. 
Net profits of $2,557,408 for the fiscal year 
were exceeded only by the figure for 1929 
which was the most productive year recorded 
by the company. The amount of trust funds 
administered increased during the fiseal year 
from $813,695,951 to $861,824,548; corporate 
trusts aggregating $1,428,944; securities de- 
posited by corporations with the company 
as trustee to issue collateral trust bonds, 
$423,084,293, and registration of stock of cor- 
porations amounting to $3,231,770.749. In the 
banking end the resources increased during 
the year from $98,281,597 to $111,829,784 with 
an increase of approximately seven millions 
in deposits bringing the total to $82,052,861. 

In advising of the setting aside of a reserve 
fund. of $2,000,000 toward depreciation of 
securities and other contingencies, President 
Albert A. Jackson, in his report at the an- 
nual meeting of stockholders, said: ‘While 
the results of the fiscal year now closed have 
produced earnings from operation substan- 
tially larger than the preceding period and 
second only to the figure of 1929, which was 
the most productive year in your company’s 
history, the condition at present existing in 
the security markets and the necessity of 
proper caution in guarding against uncer- 
tainties of the future have actuated your 
board of managers to approve the suggestion 
of your. officers that the reserve fund re- 
ported above shall be set aside rather than 
that the amount so allocated shall. remain 
undistributed in your undivided profits ac- 
count: . i. 

“As there seems no gauge for the time be- 
ing to the trend of the market it has been 
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PHILADELPHIA HAS SECOND 
ITS HISTORY 


deemed wise to take this action, As further 
security against possible depreciations it is 
to be remembered that your surplus of $16,- 
000,000 is four times the amount of your 
capital and that your banking house at the 
northwest corner of Broad and Chestnut 
streets, which has been occupied by your 
company since its erection in 1908, is carried 
upon your books only at the cost of the 
ground alone, when it was acquired some 
thirty years ago; and the shares of the cor- 
poration holding title to your Morris Build- 
ing remains at the low figure of their origi- 
nal acquisition.” 

President Jackson directed attention to 
the recent completion of the new thirty-story 
Girard Trust Company building, which im- 
mediately adjoins its main banking home. 
During the construction of this new addition 
its cost has been carried on the books of the 
Girard Trust Company as an item of real 
estate. A corporation has now been formed 
under the name of 1400 South Penn Square 
Corporation, to which the property has been 
conveyed. The cost of the ground and build- 
ing is represented by the stock of the new 
corporation, wholly owned by the Girard 
Trust Company and now forming an item in 
the investment account. 

President Jackson likewise called attention 
to the material increase in the business of 
the safe deposit department. Among dis- 
bursements from undivided profits account 
there appear contributions to the three great 
agencies for the alleviation of suffering and 
hardships among the people of Philadelphia, 
namely, the Welfare Federation, the Jewish 
Charities and the Committee on Unemploy- 
ment Relief, which have joined in a united 
campaign. The Girard Trust has pledged the 
sum of $50,000 during the current fiscal year 
to this united campaign and a further sum 
equal to the aggregate moneys that may be 
contributed by the company’s staff. 





A total of 35,805,632 motor vehicles were 
registered in the world in the year 1931. Of 
these 26,697,398 were owned in the United 
States. 

The Union Trust Company of Washington, 
D. C., elected Daniel W. O'Donoghue, Jr., to 
take the place on its board held for many 
years by his father, who recently was ap- 
pointed a judge of the District Supreme 
Court. 
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FRANK W, BLAIR RETIRES AS CHAIRMAN OF UNION GUARDIAN 
TRUST COMPANY 


Frank W. Blair, a former president of the 
Trust Division of the American Bankers As- 
sociation and a leading figure in trust com- 
pany circles, has retired as chairman of the 
board of the Union Guardian Trust Com- 
pany of Detroit, but remains as a director 
and member of the executive committee. He 
is succeeded by Henry E. Bodman, counsel 
for the Guardian Detroit Union Group, Inc. 
John N. Stalker has been elected vice-presi- 
dent and Clifford B. Longley, senior partner 
of Longley, Bogle & Middleton, legal counsel 
for the Ford Motor Company and Ford in- 
terests, has been elected president. Hal H. 
Smith was elected chairman of the executive 
committee and Frank J. Maurice was elected 
executive vice-president. 

As a further step in the program of sim- 
plification of corporate structure and econom- 
ical operation adopted when the Guardian 
Detroit Union Group, Ine., was founded in 
1929, directors of the Guardian Detroit Bank 
and the National Bank of Commerce of De- 
troit, stockholders have approved the recom- 
mendation of directors that the two banks be 
consolidated under the name Guardian Na- 
tional Bank of Commerce. This consolidation 


CLIFFORD B. LONGLEY 


Who has been chosen President of the Union Guardian 
Trust Company of Detroit 


completes the major program of consolidat- 
ing the banking units of the Group located 
in the same city and follows the consolidation 
of a number of units located in other Michi- 
gan cities. 

The Guardian Detroit Bank, organized in 
1927, is the largest unit of the Guardian 
Group, while the National Bank of Com- 
merece, organized in 1907, is one of the most 
important national banks in lower Michigan. 
Combined resources of the two banks exceed 
$150,000,000. The Guardian Detroit Bank 
has thirty-seven branches, and the National 
Bank of Commerce has one uptown branch 
in the General Motors Building. All branches 
and the uptown office are retained. The con- 
solidated Guardian National Bank of Com- 
merce will have capital of $10,000,000, sur- 
plus $5,000,000, undivided profits $1,500,000, 
and reserves exceeding $6,000,000—a _ total” 
of more than $22,500,000. 

The official executive 
Guardian National Bank of Commerce will 
be as follows: Fred T. Murphy, chairman 
of the board; Ernest Kanzler, chairman of 
the executive committee: Robert O. Lord, 
president; H. H. Sanger, vice-chairman of 


personnel of the 


FRANK W. BLAIR 


Who has resigned as Chairman of the Union Guardian Trust 
Company of Detroit after twenty-four years of service 
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the board; George B. Judson, vice-chairman 
of the board; and H. S. Covington, executive 
vice-president. Following the re-election of 
directors and officers of the Guardian Na- 
tional Bank of Commerce at the annual 
meeting, the directors organized a governing 
committee to have full control of all major 
policies. Henry E. Bodman counsel for the 
Guardian Detroit Union Group, Inec., was 
elected the committee’s chairman. Clifford 
B. Longley, vice-chairman of the board of 
the Union Guardian Trust Company, and 
D. F. Valley, vice-president, were elected 
directors. 


ELMORE F. HIGGINS ELECTED PRESI. 
DENT OF EXCHANGE NATIONAL 
BANK OF TULSA 

Elmore F. Higgins, formerly a vice-presi- 
dent of the National City Bank of New York, 
has been elected president of the Exchange 
National Bank of Tulsa, Okla., one of the 
largest financial institutions of the south- 
west. He succeeds H. H. Rogers, who be- 
comes chairman of the board. 

Mr. Higgins came originally from the sec- 
tion to which he now returns. Born in Dal- 
las, Texas, forty-eight years ago, he went 
as a child to Montgomery, Ala. ‘Thirty-five 
years ago he got his first job as a boy in the 


ELMORE F. HIGGINS 


Former Vice-president of the National City Bank of New 
York, who has been appointed President of the Exchange 
National Bank of Tulsa, Oklahoma 
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Merchants & Planters National Bank of 
Montgomery, Ala. He continued with a suc- 
cessor institution, the First National Bank 
of Montgomery, until 1912, when he resigned 
to take a position with the Fourth National 
Bank of the same city. In 1919 he became 
an officer of the National Bank of Commerce 
in New York, After successive promotions, 
he resigned as vice-president of the National 
Bank of Commerce to accept a position as 
vice-president of the Bank of America, N. A., 
which position he retained when America 
was merged with National City. 

The Exchange National Bank and the Ex- 
change Trust Company report combined de- 
posits of $36,477,648. The Exchange Trust 
Company holds in trust and other capacities, 
$35,891,793. The Exchange National reports 
resources of $44,836,000 and deposits of $34,- 
544,000; capital, $3,000,000; surplus, $1,500,- 
000; undivided profits and reserves, $1,035,- 
482. The Exchange Trust Company has cap- 
ital of $1,000,000; surplus and undivided 


profits, $473,855, and reserves of $33,917. 


PROTECTION OF TRUST ESTATES 
(Continued from page 26) 

powers of the original trustee. In others the 
method of appointment of the new trustee 
is set forth in the instrument, but in most 
cases the instrument is silent and recourse 
must be had ‘to the law and practice of the 
particular jurisdiction. 

If the liquidated bank was executor, the 
proper court will appoint an administrator 
with the will annexed; if administrator, it 
will appoint a new administrator; if guard- 
ian, another guardian; if ‘trustee under will 
or by agreement, or under order of court, a 
successor trustee. If the account is a rev- 
ocable trust or agency and the creator of the 
trust or the principal of the agency is still 
alive and able to speak for himself, he may 
revoke the 'trust or terminate the agency and 
enter a new arrangement with the new bank, 
or with another one, or he may take away 
the business. 

(4) The creators of trusts, or, in their 
absence, the beneficiaries or their representa- 
tives, may be heard about the appointment 
of a successor trustee and the court will be 
influenced by their expressed preferences. 

The recent suspensions and failures of 
banks, instead of shaking public confidence 
in corporate trusteeships have only served 
to call the attention of the public in a 
most impressive way to the safeguards and 
protections that are thrown around trust 
estates committed to banks and trust com- 
panies. 





PLEA FOR BANKING LEADERSHIP AND CLEARING HOUSE 
COORDINATION 


A strong plea for vigorous banking leader- 
ship, extension of the regional clearing house 
plan throughout the State of New York and 
a plan to facilitate the reorganization of sus- 
pended banks, was presented by J. Stewart 
Baker, vice-chairman of the Bank of Man- 
hattan Trust Company and president of the 
New York State Bankers Association at the 
recent mid-winter meeting of the association, 
held in New York City. Mr. Baker said in 
part: 

“Leadership in banking must be developed 
from within, not imposed from without. This 
brings a great responsibility to our doors and 
is a sobering thought. If we accept leader- 
ship, we must be prepared to accept respon- 
sibilities. Our own conditions and methods 
must be as sound and efficient as we can 
make them. Is it not obvious that there are 
now many in the banking business who do not 
belong there, who are not truly bankers in 
ideals, temperament and training, perhaps, 
not even in resources. This thought differ- 
entiates the field of business from that of 
the professions. Business is supposed to be 
regulated largely by the law of supply and 
demand, while the professions assert codes 
of ethics and seek internal means for main- 
taining standards. I regard banking as en- 
titled to a professional viewpoint and feel 
that methods of self-correction within our 
ranks may well be considered. I submit that 
groups of banks should exercise control over 
members of the group—ethically and techni- 
cally—not as a means of oppression, but for 
self-protection and for the maintenance of 
high standards, . 

“I would recommend the establishment of 
fifteen or more regional groups or regional 
clearing house associations which would covy- 
er the entire State of New York. If the 
clearing of checks can be expedited through 
these groups, there is value in constituting 
them as Clearing House Associations for 
their mechanical usefulness will tend to keep 
them alive and will be an everyday reason 
for their existence during times when there 
are few real problems to be dealt with. 
These associations should have their own 
rules and regulations, but their constitutions 
and by-laws should be similar so that there 
will be uniformity of purpose and equality 
of standards. The affairs of these associa- 
tions should be in the hands of committees 
elected by the members, who would agree to 
abide by their decisions. 

“The associations should have the power 


to examine the members and require periodic 
reports as to their financial condition. They 
might maintain complete credit files for the 
use of their members covering the borrowers 
in the territory and could make investigations 
of commercial paper names. Detailed infor- 
mation in regard to securities could be as- 
sembled and a general service maintained 
to assist the members in the operation of 
their bond accounts. I am rather of the opin- 
ion that the State Banking Department and 
the Comptroller of Currency would be will- 
ing to assign examiners permanently to these 
associations, which would result in the clos- 
est kind of cooperation. 

“As you know, the American Bankers As- 
sociation has been working on this idea for 
some time, but you may not know that it 
has been in successful operation in several 
states in the middle west and that the banks 
report most satisfactory results. 
penses are small. What each contributes is 
infinitesimal compared to what it gains. I 
would like to see the New York State Bank- 
ers Association take the lead in setting up 
these associations and then have it carry 
on its activities through them. If this sug- 
gestion of mine meets with your approval-- 
and I would like to hear from you after you 
have had a chance to think it over and dis- 
cuss it with your associates—I purpose te 
appoint a special committee to study this 
whole question carefully and report, if. pos: 
sible, at the convention in June.” 


CHURCH FUNDS TO BE DEPOSITED IN 
TRUST COMPANY 

The executive board of the United Luther- 
an Church in America has created a finance 
commission to take charge of investment of 
church funds which will be deposited in a 
trust company. The plan has been described 
in a previous issue of Trust COMPANIES. 
William H. Stackel, a member of the execu- 
tive board of the church body and vice-presi- 
dent of the Security Trust Company of Ro- 
chested, N. Y. who was largely instrumental 
in devising the plan, enlisting trust company 
responsibility and aid in investing the funds 
of the church, amounting at the outset to be 
over five millions of dollars. 


The current issue of “The Girard Letter” 
published by the Girard Trust Company of 
Philadelphia, contains an jinteresting article 
on “The Centenary of the Death of Stephen 
Girard, who died December 26, 1831. 
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HOME LIFE INSURANCE HAS 
SUCCESSFUL YEAR 

The seventy-second annual report of the 
Home Life Insurance Company of New York 
shows a gain of over $3,500,000 in assets, an 
increase of nearly $100,000 in unassigned 
surplus, an increase of $200,000 in reserve 
for security fluctuations, a rise of nearly 
$500,000 in premium income and a gain of 
$4,404,285 in insurance in force, 

The statement, issued by Ethelbert Ide 
Low, chairman of the board, shows total ad- 
mitted assets on December 31, 1931, of $79,- 
149,252, against $75,573,884 the year before. 
Policy reserves and funds increased to $70,- 
296,542 from $67,221,875. The reserve set 
aside for security fluctuations is now $600,- 
000, covering the difference between values 
of preferred and common stocks on the basis 
specified by the National Convention of In- 
surance Commissions and actual market val- 
ues of December 31, 1931. 

Unassigned surplus is $3,164,574, compar- 
ing with $3,077,093 the year before. Funds 
set aside from 1931 earnings for policy divi- 
dends to be paid in 1932 are $2,460,000. The 
directors approved the same dividend scale 
for 1932 as was used last year. Total insur- 
ance in foree at the end of the year was 
$404,490,591, comparing with $400,086,306 the 
year before. Total premium income was 
$11,962,498. 

Mr. Low commented on the position in the 
investment items in his report, saying that 
“of a normal expected investment income 
from mortgages, bonds and preferred stocks 
for 1931 of $2,800,000, only $18,303, or 64-100 
of 1 per cent was unpaid.” The classification 
of assets shows only $17,742 in real estate 
holdings acquired under foreclosure, compared 
with $13,558 a year ago. Cash in hand is 
$992,269, compared with $318,381 a year ago. 


IMPORTANT BANK CONSOLIDATION 
IN DETROIT 

The recently effected merger of the Peo- 
ples Wayne County Bank and the First Na- 
tional Bank in Detroit, both units of the 
Detroit Bankers Company, gives that city 
the tenth largest banking institution in the 
United States, The financial statement of 
the consolidated bank, bearing the title of 
First Wayne National Bank, shows aggregate 
resources of $582,348,258; deposits, $483,910,- 
638; capital, $25,000,000; surplus, $25,000,- 
000; undivided profits, $7,465,481 ; reserve for 
interest, etc., $1,689,693, and reserve for guar- 
anty of other banks’ deposits, $4,212,619. 
The bank has 185 offices in Detroit. 
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At the organization meeting of the board 
of directors ‘of the consolidated institution, 
the following officers and directors were 
elected: John Ballantyne, chairman of the 
governing committee; Wilson W. Mills, chair- 
man of the board; John R. Bodde, vice- 
chairman of the board; Herbert L. Chitten- 
den, chairman of the executive committee ; 
T. W. P. Livingstone, vice-chairman of the 
executive committee; Donald N. Sweeny, 
president, and William J. Gray, counsel. 





MISCELLANEOUS 


Ralph R. Evans has been elected to the 
board of the Tradesmens National Bank & 
Trust Company of Philadelphia. The bank 
reports banking resources of $45,849,000 and 
$41,796,000 trust funds. 

The Western Savings Fund Society has 
purchased the assets and assumed the lia- 
bilities of the First Penny Savings Bank of 
Philadelphia. 

Theodore F. Flandreau will be president of 
a new bank in Mamaroneck, N. Y., resulting 
from merger of the Mamaroneck Trust Com- 
pany and the First National Bank and Trust 
Company. 

Dave H. Morris, Jr., has been relieved of 
his duties as controller of the Bank of New 
York and Trust Company, New York City, 
so that he may devote more time to the gen- 
eral administrative work of the bank as a 
vice-president. 

The Bank of Manhattan Trust Company 
of New York has received authority to open 
branches at 4622 13th avenue and 8523 20th 
avenue, Brooklyn. 

J. Herbert Case has been redesignated as 
chairman of the board of the Federal Reserve 
Bank of New York and as Federal Reserve 
Agent. 

The Conqueror First National Bank and 
the allied Conqueror Trust Company of Jop- 
lin, Mo., report combined resources of $7,510,- 
062; deposits, $4,087,882; capital, $350,000; 
surplus and undivided profits, $215,674. 

The service charge plan devised by Leo D. 
Kelly, vice-president of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis, 
is being successfully applied by numerous 
banks which are being aided by the Mercan- 
tile-Commerce in operating the plan. 

A. Key Foster, assistant trust officer in 
charge of new business development of the 
Birmingham Trust & Savings Company, Bir- 
mingham, <Ala., has been appointed editor of 
the trust development section bulletin of the 
Financial Advertisers Association. 
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“BILL” EDENS RETIRES FROM ACTIVE 
BANKING 

It is with feelings of regret that associates 
and a host of devoted friends in banking 
circles learn of the retirement of William G. 
Edens, as vice-president of the Central Re- 
public Bank & Trust Company of Chicago. 
He relinquishes active duties at the age of 
sixty-eight in accordance with the provisions 
of the pension plan which obtains at this in- 
stitution. 


WILLIAM G. EDENS 


Who has retired as Vice-president of the Central Republic 
Bank and Trust Company after a service of twenty-six years 


It was twenty-six years ago, on September 
13, 1905, when “Bill’? Edens, as he is affec- 
tionately known to his many friends, re- 
sponded to an invitation from Charles G. 
Dawes, who recently announced his resigna- 
tion as Ambassador to England, to join the 
staff of the then newly organized Central 
Trust Company of Illinois. Mr. Edens en- 
tered the banking field after having spent 
twenty years in the railroad train service 
and in pioneer organization work for the 
Brotherhood of Railroad Trainmen. It was 
at Washington where Mr. Edens was for 
seven years an officer of the Post Office De- 
partment and at the time that Mr. Dawes 
was comptroller of the Currency under Mc- 
Kinley, that the friendship was formed be- 
tween the two, which remained unbroken 
during the ensuing years. 
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Ancillary Service 
in Minnesota 


stares needing probate or 
other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 








During his twenty-six years of service with 
the Central Bank of Illinois which became 
the Central Republic Bank & Trust Company 
last year in consequence of the merger with 
the National Bank of the Republic, Mr. 
Edens’ activities covered a broad field of 
service. He was a pioneer in organizing and 
fostering the good roads movement in IIli- 
nois which culminated in the adoption of a 
$60,000 state bond issue. He contributed 
loyally to the constructive programs of the 
Illinois Bankers Association and for many 
years was one of the “big men” in the 
executive councils of the American Bankers 
Association. He was always one of the pop- 
ular and familiar figures at the national con- 
vention of bankers and to him usually fell 
the task of helping to make up the slate 
and announcing nominations to official offices. 


An appraisal of the estate of the late John 
Foster Archbold, who was a son of the late 
John D. Archbold, president of the Stand- 
ard Oil Company of New Jersey, shows net 
value of $14,097,000. 

“The Widening Scope of Trust Service” is 
the title of an interesting article appearing 
in the current issue of “The Index,” pub- 
lished by the New York Trust Company. 
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MORE CONFIDENT TONE IN 
WALL STREET 

The change in calendar years produced no 
positive change in Wall street, although the 
stock market suggests a more buoyant at- 
titude with less pressure on liquidation. In 
some quarters it is held that the low point 
in general business and market quotations 
during the closing months of last year, 
marked the irreducible base of depression 
and that recuperative forces are bound to 
assert themselves. Aside from the promise 
of relief measures at Washington, there is 
little in the general statistical picture to jus- 
tify hope of early and positive delivery from 
adverse conditions that prevailed during the 
past year. For the first time the Labor Bu- 
reau’s index number of average commodity 
prices in December registered the lowest 
since the beginning of the war. Bradstreet’s 
index of business activity set a new low. 

Year-end returns show to what extent un- 
favorable reactions governed business last 
year. The market value of 100 representative 
common stocks declined $10,784,000,000 in 
1931, equal to 50.3 per cent. Rails and in- 
dustrials contributed mostly to the liquida- 
tion in market values, bringing prices to low- 
est since 1921, domestic bonds to the lowest 
since pre-war days and foreign bonds to the 
lowest since compilation of their averages 
began. The year was one of progressive fall 
in staple prices, in consumption and distribu- 
tion of commodities, except agriculture. Steel 
output was lowest since the war. New financ- 
ing of $3,577,767,000 in domestic issues was 
the lowest in seven years. Foreign trade was 
$2,389,799,000 off from 1930 figures. In the 
first eleven months of 1931 the net railway 
operating income of Class 1 railroads was at 
the low rate of 2.38 per cent on property 
investment. Bank clearings dropped 24 per 
cent to $409,620,000,000. Leading bank and 
trust company shares in New York dropped 
from an average of 93 to 51 per cent. 
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GUARANTY TRUST REDUCES CAPITAL 
OF ITS AFFILIATE 

In the interests of economy the capital 
stock of the Guaranty Company, the securi- 
ties affiliate of the Guaranty Trust Company 
of New York, is to be reduced from $20,000,- 
000 to $10,000,000. The reduction will be ef- 
fected by the purchase for cash of 100,000 
shares at par from the Guaranty Trust Com- 
pany, the sole stockholder, calling for cash 
payment by the affiliate of $10,000,000, 
amounting to approximately $11.11 per share 
on the trust company’s 900,000 shares of a 
$100 par value. The announcement explains 
that the Guaranty Company has surplus 
funds which are not deemed necessary for 
the conduct of the securities business. 

The year-end financial statement of the 
Guaranty Trust Company shows total re- 
sources of $1,494,040,051, deposits of $1,025,- 
049,550. Capital is $90,000,000. Surplus and 
undivided profits of $194,959,038 compared 
with $207,442,797 a year ago, the decrease 
of $12,483,759 accounted for by amounts 
taken out of undivided profits and added to 
the company’s reserves. 

The Guaranty Company announces the 
appointment of Theodore W. Hawes, Web- 
ster C. Hoagland, and John K, Moffett as 
second vice-presidents. 


BANKERS TRUST COMPANY OF 
NEW YORK 

Notwithstanding adverse conditions busi- 
ness at the Bankers Trust Company of New 
York, particularly in the trust department 
divisions, has continued in large volume. The 
company is now engaged in extensive new 
building operations adjacent to its main of- 
fice building. The December 31 statement 
shows banking resources of $745,372,400 with 
an exceptionally large proportion of cash and 
liquid assets. Deposits amount to $558,086,- 
000. Capital is $25,000,000; surplus $50,- 
000,000 and undivided profits $25,020,371. 
The statement shows a contingency fund set 
aside from undivided profits of $12,000,000. 
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KINGS CoUNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $562,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-President 
a NORMAN CARPENTER, Vice-President 


STATEMENT OF THE UNITED STATES 
TRUST COMPANY 

The United States Trust Company of New 
York, one of the oldest and most conserva- 
tively managed trust companies of the coun- 
try, presents as usual, in connection with its 
year-end financial statement, a detailed list 
of its capital investments. Of its total capi- 
tal structure of $29,005,358 the investments 
in stocks and bonds amount to $18,737,900 
book value, and the remainder in real estate, 
real estate first mortgages of which none are 
in default, with cash balance of $1,079,010. 

The financial statement shows banking re- 
sources of $93,711,307 of which $23,304,920 
consists of cash in banks; $6,988,448 bonds 
and mortgages: $18,789,000 demand loans on 
collateral; time loans on collateral, $19,837,- 
958 and stock and bond investments of $18,- 
737,900. Deposits amount to $63,542,541, an 
increase of four and a half million during 
the year. Capital is $2,000,000; surplus, 
$24,000,000, and undivided profits, $3,005,358. 


SUBSTANTIAL EARNINGS OF BANK OF 
NEW YORK AND TRUST COMPANY 

Backed by traditional policies and expe- 
riences of nearly 150 years, the Bank of New 
York & Trust Company negotiated 1931 with 
earning power unimpaired, and a net in- 
crease in deposits of over two millions to 
total of $105,769,791. The trustees deemed 
it wise during the year to make substantial 
reductions in its undivided profits to provide 
for shrinkage in value of securities and for 
other contingencies. The year-end statement 
shows total resources of $130,550,128, with 
cash on hand, due from banks, exchanges 
and other cash items of $32,640,123; U. S. 
Government obligations, $19,645,735; short 
term securities and other bonds and stocks 
of above $10,000,000; loans and discounts, 
$52,249,999. Capital is $6,000,000; surplus, 
$8,000,000: undivided profits, $1,730,678; re- 
serve for taxes, interest, etc., $2,747,249. 


ALBERT L TABO 
ALFRED ABRA oy Secretary 
EUGENE Y: VAN WART, Asst. Secretary 
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STRONG POSITION OF CENTRAL HAN- 
OVER BANK AND TRUST CO. 

The .year-end statement of the Central 
Hanover Bank & Trust Company of New 
York shows cash holdings and U. S. Govern- 
ment obligations representing nearly 60 per 
cent of deposit liabilities. The sum of $5,000,- 
000 was set aside during the year for re- , 
serves. The statement shows total assets of 
$756,293,690 ; deposits, $608,191,909. Capital 
is $21,000,000; surplus, $60,000,000, and un- 
divided profits of $19,103,247, with reserve for 
taxes and interest accrued, $2,797,304. 

Central Hanover announces the appoint- 
ment of Russell Welles, John T. Sinkey and 
Carl C. Lang as assistant secretaries, and 
William A. Bayreuther, Arthur F. Bruckner, 
Paul L. Moore and Lester Heaton as assis- 
tant treasurers. 


NEW YORK TRUST COMPANY RE-ELECTS 
TRUSTEES 


At the annual meeting of shareholders of 
the New York Trust Company, the following 
trustees were re-elected for three years: 
Malcolm P. Aldrich, Mortimer N. Buckner, 
James C. Colgate, Alfred A. Cook, William 
F. Cutler, Samuel H. Fisher, Artemus L. 
Gates, Charles Hayden, Dean Sage and Van- 
derbilt Webb. 

The report for the past year showed that 
current earnings for 1931 were well above 
dividend requirements and that the $10,000,- 
000 set aside as reserve for contingencies is 
regarded as ample to cover any depreciation 
on bonds. Resources total $323,858,218, with 
eash and due from banks of $75,080,000; 
U. S. Government obligations, $71,406,000; 
other securities, $32,965,000; loans and bills 
purchased, $118,204,252. Deposits amount 
to $251,445,000. After setting aside special 
reserve of ten millions, the capital remains 
at $12,500,000; surplus, $25,000,000 and un- 
divided profits, $1,559,172. 
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ADDITIONS TO OFFICIAL STAFF OF 

BANK OF MANHATTAN TRUST CO. 

The Bank of Manhattan Trust Company of 
New York announces the following changes 
and promotions in its official staff. Graham B. 
Blaine and John A. Milholland, formerly 
with the International Manhattan Company, 
Inc., became vice-presidents. John Collins, 
formerly with the International Acceptance 
Bank, Inc., was made a vice-president. Ben- 
jamin Strong, Jr., was promoted from assis- 
tant vice-president to vice-president. E. 
Arthur Carter, John E. P. Morgan and A. 
Suehsdorf, Jr., formerly with the Interna- 
tional Manhattan Company, Inc., were made 
assistant vice-presidents. James O. Safford, 
J. H. L. Janson, Jr., H. B. Keen, Wm. S. 
Maeder and Horatio W. Turner, also of the 
International Manhattan Company, Ine., 
were made assistant secretaries. John B. 
Reboul and Leonard J. Cushing of the new 
business department were made assistant 
treasurers; Jerome A. Thirsk and Charles G. 
Young of the credit department were made 
assistant secretaries. 

Announcement was also made of the elec- 
tion of George C. Haigh as vice-president. 
He was formerly vice-president of the Irving 
Trust Company. 

The December 31, 1931 statement of the 
Bank of Manhattan Trust Company reveals 
an unusually strong position. Resources to- 
tal $461,087,089, with cash and due from 
banks of $127,541,801; U. S. government obli- 
gations $67,165,059; acceptances of other 
banks $4,406,822; N. Y. state and N. Y. mu- 
nicipal securities $7,453,461; other domestic 
securities $22,663,828; demand loans secured 
by collateral $46,772,791; other loans and 
discounts $140,867,549; foreign loans and se- 
ecurities $12,517,792; acceptances $10,870,879 
Capital is $22,250,000; surplus $40,000,000, 
and undivided profits $4,436,747, with $5,350,- 
000 reserve for contingencies and deposits 
amounting to $375,131,667. 

The affiliated International Acceptance 
Bank, Ine., reports resources of $85,002,330. 
Charles E. Spencer, vice-president of the 
First National Bank of Boston and Philip J. 
Vogel, vice-president of the International Ac- 
ceptance Bank, Inc., were elected directors 
of the International Acceptance Bank, Inc. 

The New York Title and Mortgage Com- 
pany, a unit of the Manhattan Company, re- 
ported December 31st, total resources of $64,- 
541,242. A number of staff changes were 
made at the annual meeting. 

In its report for 1931, the Manhattan Com- 
pany shows consolidated ret operating earn- 
ings of $8,833,919 after all usual and ordi- 
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nary, but before extraordinary charge-offs. 
This is equal to $4.37 a share and compares 
with $9,810,579, or $4.94 a share, on the aver- 
age capital outstanding in 1930. A general 
reserve of $15,000,000 has been set up, in 
addition to the usual reserve for dividend 
and other purposes. 


MERGER OF MOUNTAIN TRUST COMPANY 
WITH, MONTCLAIR TRUST COMPANY 
Formal merger of the Mountain Trust Com- 

pany of Upper Montclair, N. J., with the 

Montclair Trust Company became effective 

Saturday, December 26th, according to an- 

nouncement by Adolph J. Lins, president of 

the Montclair Trust Company. The office of 
the former Mountain Trust Company is now 
known as the Upper Montclair office of the 

Montclair Trust Company. In view of the 

fact that the Mountain Trust Company was 

affiliated with the Montclair Trust Company 

through stock ownership, the merger is a 

logical development and is looked upon as an- 

other of those progressive steps which have 
marked the progress of the Montclair Trust 

Company since its founding thirty years ago. 
‘Through the merger, all the extensive facil- 

ities of the Montclair Trust Company become 

directly available to residents of Upper 

Montclair as well as to those who live in oth- 

er Montclair neighborhoods. Then, too, the 

Montclair Trust Company, with more than 

15,000 customers, many of whom live in Up- 

per Montclair, has wished for a long time 

to provide them with facilities closer to their 
homes. 

The Montclair Trust Company, in addition 
to being the largest bank and trust company 
in Montclair in point of deposits, also has in 
its care approximately $30,000,000 in trust 
funds, which are entirely separate from the 
resources of the trust company itself. The 
Montclair Trust Company was established 
in 1901 and its progress during the thirty 
years that have followed has been constant 
and in keeping with the growth of Montclair 
as a community as shown by the latest cen- 
sus statistics. The Mountain Trust Company 
was founded in 1926 and at the time of the 
merger had deposits of more than $800,000. 





The farm mortgage debt in the United 
States is estimated at $9,241,000,000 as of 
January 1, 1930, a decline of 2.4 per cent 
from the peak of farm mortgage debt in 1928, 
according to preliminary estimates of the 
Bureau of Agricultural Economics, based on 
the 1930 Census and on reports from indi- 
vidual farm owners, 


PDD hai Wicks wt 
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DEPOSITS AND RESERVE INCREASE AT 
BROOKLYN TRUST COMPANY 

The Brooklyn Trust Company in its state- 
ment as of December 31, 1931, showed depos- 
its of $116.774,588, against $115,711,020 on 
September 30, the last preceding call, an 
increase of $1,068,568. The statement gave 
effect to a transfer of $2,250,000 from surplus 
and undivided profits to reserves, which was 
explained as being due to fluctuations in 
market value of securities held. Of this 
amount, $2,000,000 was taken from surplus, 
which was reduced to $10,000,000 from $12,- 
000,000, and $250,000 was taken out of un- 
divided profits, which stood at $2,893,065 on 
December 31, 1931, against $3,081,177 on 
December 31, 1980, and $3,127,672 on Sep- 
tember 30, 1931. 

Indicated earnings for the year 1931, be- 
fore reserve adjustments, were $1,701,888, 
equivalent to $20.75 a share on capital stock. 
Reserves totaled $10,659,582 at the year-end, 
against $8,929,734 on September 30, 1931, and 
$3,248,409 at the end of 19380. Total re- 
sources were $158,863,372 against $156,008,- 
335 on September 30, 1931. 

The nine trustees of the Brooklyn Trust 
Company whose terms expired were re- 
elected for three-year terms at the recent 
annual stockholders’ meeting. Those re- 
elected were: Walter St. J. Benedict, Jack- 
son A. Dykman, Clifford E. Paige, Robert L. 
Pierrepont, Richardson Pratt, Alexander M. 
White, Jr., Willis D. Wood, Joseph J. O’Brien 
and Adrian Van Sinderen. 


John Sloane, president and director of W. 
& J. Sloane and Dunlevy Milbank have been 
elected directors of the Fifth Avenue Bank 
of New York. 

The investment firms of Kidder, Peabody 
& Co., and Kissel, Kinnicutt & Co., have been 
merged. 


E NEW YORK CLEARING HOUSE 





INCREASED PROFITS REPORTED BY 
CHEMICAL BANK 

The Chemical Bank & Trust Company of 
New York recorded increase of net earnings 
last year over the previous year. Net profits 
of $2.44 per share compared with $2.17 per 
share in 1930. Earnings exceeded dividend * 
requirements of $1.80 per share by 35 per 
cent with capital funds of $65,758,832. Hold- 
ings of cash and United States Government 
obligations of $156,000,000 equal 52 per cent 
of total deposit liabilities amounting to $298,- 
878,000. Resources total $406,030,000. 

In view of the fact that the Chemical 
Bank has the necessary powers under its 
state charter it has been decided to merge 
the Chemical Securities Corporation into the 
bank. The funds and assets of the Securi- 
ties Corporation will be merged with the 
surplus, undivided profits and reserves of 
the bank. The Securities Corporation is in 
liquid condition and has a net worth of ap- 
proximately $17,500,000 at present market 
value with no contingent commitments. 


FULTON TRUST COMPANY OF 
NEW YORK 

Actual earnings of the Fulton Trust Com- 
pany of New York for the past year were 
$306,615 with dividends of $240,000, leaving 
$66,615 transferred to undivided profits, 
amounting to $1,085,189 and with capital of 
$2,000,000 and surplus of $2,000,000. Trust 
business was unusually active at the Fulton 
Trust Company which reports banking re- 
sources of $21,750,773, and deposits of $16,- 
552,751. 


Thornton Garrish, associated for many 
years with the Franklin Trust Company and 
the Bank of America of New York as vice- 
president, has been elected a vice-president 
of the Brooklyn Savings Bank. 
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EARNINGS OF EMPIRE TRUST COMPANY 

Net operating earnings of the Empire Trust 
Company of New York for 1931 were on a 
basis of $3.38 per share as against dividend 
payments of $3.20 per share. The December 
31 statement shows total assets of $85,636,- 
301 with cash in vault and banks $22,865,000; 
U. S. government and municipal securities, 
at market, $11,295,000; bonds and other se- 
curities, at market, $5,891,000; street and 
demand collateral loans $31,519,383. Depos- 
its are $74,063,000. Capital is $6,000,000, 
after deduction of the unused portion of an 
additional $2,000,000 reserve for contingen- 
cies, the surplus and undivided profits stand 
at $3,062,237, exclusive of reserve for con- 
tingencies of $1,706,000 shown in the Decem- 
ber 31 report. 


COMMERCIAL NATIONAL BANK AND 
TRUST REPORTS GOOD YEAR 

President Herbert P. Howell of the Com- 
mercial National Bank and Trust Company 
of New York, in surveying the operations of 
the bank during the past year stated that 
there was a steady increase in number of 
accounts and diversity of business. The 
trust department experienced exceptional ac- 
tivity, especially in corporate, custody, trans- 
fer and registration business, 

Net earnings for 1931 were given as $1,- 
243,017 before reserve for contingencies and 
dividends, but after ample reserves for taxes, 
interest and expenses. After transferring 
$1,300,000 to reserves for contingencies in 
1931 and after payment of $700,000 in divi- 
dends, the capital funds of the bank amount 
to $16,235,611. 

Walter G. Dunnington and Joseph M. Pros- 
kauer have been added to the board of direc- 
tors. 


NEW YORK FINANCIAL ADVERTISERS 
ELECTED OFFICERS 

At the recent first annual meeting of the 
New York Financial Advertisers Association, 
R. W. Sparks of the Bowery Savings Bank 
was elected president. Roland Palmedo of 
Lehman Brothers was elected vice-president ; 
Miss Anne H, Sadler, treasurer, and Tracy 
M. Purse, secretary. Amos R. Bancroft, 
Leopold A. Chambliss, Frank G. Burrows, 
John Donovan, Richard F. Durham, Henry 
R. Kinsey and Donald G. Price were elected 
directors. 


Charles D. Dickey has resigned from 
Brown Bros., Harriman & Co., to become 
a partner in the firm of J. P. Morgan & Co. 
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TITLE GUARANTEE AND TRUST 
COMPANY 

Earning capacity of the Title Guarantee 
and Trust Company of New York was fairly 
maintained during the past year, allowing 
for extra dividends. The financial state- 
ment shows total resources of $80,741,162, 
which total has changed but slightly since the 
beginning of the past year; deposits amount- 
ing to over $43,000,000. Capital is $10,000,- 
000; surplus $20,000,000 and undivided prof- 
its $1,208,095 with a reserve for contingen- 
cies of $4,500,000. 


VRIONIS APPOINTED ASSISTANT 
TRUST OFFICER 
George S. Vrionis, who was recently ap- 
pointed trust officer of the National City 
Bank of New Rochelle, New York, is widely 
and favorably known amoug trust people. 
He was formerly for ten years associated 
with the United States Mortgage and Trust 
Company of New York and subsequently was 
a member of the staff of R. R. Bixby, Inc., 
specialists in trust department operations. 
He is a graduate of the class of 1927 of the 
American Institute of Banking. 
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PRESIDENT OF NATIONAL COMMERCIAL 
BANK & TRUST COMPANY OF ALBANY 

William L. Gillespie, who was elected 
president of the National Commercial Bank 
& Trust Company of Albany, N. Y. last year, 
succeeding Jacob H. Herzog, who died July 
10, 1931, is the type of successful banker who 
has risen from the lowest rung of the ladder. 
He was born in Albany and soon after com- 
pleting his education entered the employ of 
the Albany City National Bank, which was 
later consolidated with the Commercial Bank. 
In addition to his official duties, Mr. Gillespie 
has found time and inclination to take an 
active interest in civic movements and has 
been a prime mover in the new Albany port 
development. 


WILLIAM L. GILLESPIE 

Who was recently elected President of the National 

Commercial Bank and Trust Company of Albany 

The National Commercial Bank was formed 
back in 1825 and through the consolidation 
some years ago of the Merchants Bank of 
Albany, the Albany City National Bank and 
the Union Trust Company of Albany, is now 
one of the largest and strongest banks be- 
tween New York and Buffalo. 

Otto Snyder, president of the New York 
Power and Light Corporation, has been elect- 
ed a director of the National Commercial. 


Waldo Newcomer has resigned as chair- 
man of the executive committee of the Bal- 
timore Trust Company. 
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TRUST INVESTMENTS 

Fiduciaries who will be called upon to pay 
substantial income taxes for estates and 
trusts will be interested in the possibility of 
making some savings through using United 
States Certificates of Indebtedness and Treas- 
ury Notes for this purpose, dependent, of 
course, upon the existing market values of 
these issues. For instance, if an estate or 
trust will have a tax liability of approxi- 
mately $40,000 on 1931 income payment of 
quarterly installments of $10,000 each may 
possibly be made advantageously by making 
the first payment in cash, the June 15, 1932 
payment by the use of Certificate of Indebt- 
edness 234s maturing on that date, the Sep- 
tember 15, 1932 payment by the use of the 
1%s and 3s maturing on that date and the 
December 15, 1932 payment by the use of 
the 3%s maturing at that time. Several of 
these issues have sold at substantial dis- 


counts from par and if acquired on that 
basis will yield a saving because of their ac- 
ceptance at par in payment of income taxes. — 


TRUST COMPANY OF NEW JERSEY 
MAINTAINS FINE RECORD 

In addition to rendering useful services to 
the community and meeting the legitimate 
requirements of its clients the Trust Com- 
pany of New Jersey has come through the 
year with added strength and good will. The 
December 31st statement shows total re- 
sources of $92,860,563, including affiliated in- 
stitutions, the Park Trust Company of Wee- 
hawken and the Trust Company of New Jer- 
sey in West New York, N. J. The balance 
sheet of the parent company shows resources 
of $89,092,402, including cash on hand and 
in bank, $9,934,830; state, county and mu- 
nicipal bonds, $9,187,711; other securities, 
$11,732,707; loans on collateral, $16,974,443 ; 
bills purchased, $18,288,809. Deposits amount 
to $74,183,841. Earnings were in excess of 
dividends and permitted of addition to un- 
divided profits with reserve for contingencies, 
taxes, ete., set up of $1,108,158. Capital is 
$5,700,000; surplus, $6,000,000. 


The Larchmont National Bank & Trust 
Company of Larchmont, N. Y., has issued an 
attractive booklet commemorating the 35th 
anniversary of the institution. It presents 
an historical survey of the growth of the 
company. 

James R. Barbour has been elected secre- 
tary and treasurer of the New Jersey Trust 
Company of Long Branch. 
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EARNINGS OF MARINE MIDLAND 
CORPORATION OF NEW YORK 

The Marine Midland Corporation of New 
York reports consolidated operating earnings 
of $1.42 a share for 1931 on outstanding 
capital stock. The consolidated operating 
earnings of the corporation and its banks, 
trust companies and security affiliates were 
$7,889,926, against $8,128,986, or $1.51 a 
share, in 1930. Dividends paid in 1931 ag- 
gregated $6,450,608. 

Deposits of the Marine Midland group of 
banks totaled $409,825,259 as of December 
3l1st. This included cash on deposit by the 
Marine Midland Corporation. Resources to- 
taled $538,481,173. 


MARINE MIDLAND TRUST COMPANY 

The Marine Midland Trust Company of 
New York City, as one of the important units 
of the Marine Midland Corporation of which 
the Marine Trust Company of Buffalo is the 
parent bank, has had a successful year, judg- 
ing from its December 31 statement. Re- 
sources total $86,263,937. with a large pro- 
portion represented by cash, due from banks, 
U. 8S. government and other readily market- 
able assets. Deposits total $55,301,000. Cap- 
ital $10,000,000; surplus $6,000,000 and undi- 
vided profits $1,019,000 with reserves of $2,- 
450,000. 


ROCHESTER TRUST AND SAFE DEPOSIT 
COMPANY 

The substantial earning record of the Ro- 
chester Trust and Safe Deposit Company of 
Rochester, N. Y., was maintained during the 
past year as well as volume of business. The 
year-end statement shows resources of $47,- 
009,000 and reflects a strong position. Depos- 
its total $41,883,000. Capital is $1,000,000; 
surplus and undivided profits $3,526,713 with 
$600,000 reserved for taxes and contingencies. 


EXECUTIVE ADDITION AT NATIONAL 
NEWARK & ESSEX 

The National Newark & Essex Banking 
Company of Newark, N. J. has increased the 
executive personnel of its trust department 
by the appointment of Rembrandt P. Lane 
as assistant trust officer. Mr. Lane was pre- 
viously associated with the Guaranty Trust 
Company of New York and came to Newark 
from the Washington office of the Guaranty 
Company of New York where he specialized 
in security analysis and distribution for five 
years. He is a graduate of Yale, class of 
1923. 

The executive staff of the trust department 
is made up of William E. Hocker, vice-presi- 
dent, Leslie P. Douglass, assistant trust of- 
ficer, and Mr. Lane. 
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Philadelphia 


Special Correspondence 
TRUST ADMINISTRATION MAINTAINS 
HIGH RECORD 

While Pennsylvania has had its share of 
banking tribulations with a large percentage 
of closings due chiefly to unreasonable fears 
of depositors, it is worthy of emphasis that 
trust business has come through the ordeal 
with a clean slate and with its record for 
integrity unimpaired. Although the title 
“trust company” appeared with irritating 
frequency in the listing of bank failures or 
suspensions the fact remains that only a 
small number held any trust accounts. Offi- 
cial records of the state banking department 
testify that in no instance will the interests 
of trust beneficiaries be placed in jeopardy 
where it is found necessary to liquidate and 
in which case the state banking authorities 
are authorized to take over trust responsibili- 
ties, meet current obligations and make final 
disposition of succession as provided by law 
and rulings of the Attorney General's Office. 
It remains true today as it did one year ago 
that not a dollar has been lost to a cestui que 
trust because of mismanagement or malfea- 
sance or failure of a state bank or trust 
company in Pennsylvania. 

What the experience of the past year, how- 


ever, has emphasized is the necessity of leg- 
islative restraint upon the misleading use of 


the title “trust company.’ Most of the in- 
stitutions of Philadelphia and Pennsylvania 
which have fallen by the wayside during the 
past two years appropriated the words “trust 
company” in their titles merely to impose 
upon the public the impression that they 
operated in the same category with old 
established trust companies of Pennsylvania. 

The degree to which public faith in sound 
trust company management has been stimu- 
lated during the past year is evidenced by 
the substantial increase in trust funds under 
administration reported by leading trust 
companies of this city and throughout the 
commonwealth. Here in Philadelphia six of 
the leading and oldest trust companies re- 
port total increase in personal trust funds 
during 1931 of approximately $200,000,000. 
Of this increase, bringing the total of trust 
funds held by trust companies in Philadel- 
phia to around three and a half billion dol- 
lars, the Pennsylvania Company for Insur- 
ances on Lives and Granting Annuities re- 
ports gain of $86,000,000; the Girard Trust 
Company $48,000,000; the Fidelity-Philadel- 
phia Trust Company, $29,500,000; the Provi- 
dent, $22,000,000; and Integrity nearly 
52,000,000. 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 


FIDELITY-PHILADELPHIA TRUST 
COMPANY 

An increase of nearly thirty millions dur- 
ing the past year in the volume of trust 
funds under administration is shown in the 
December 31, 1931 financial statement of the 
Fidelity-Philadelphia Trust Company, bring- 
ing aggregate to $920,844,089 and following 
upon an increase of over $42,000,000 during 
the year 1930. Corporate trusts amount to 
$800,488,270. 

Banking resources of the Fidelity-Phila- 
delphia total $123,923,314 with cash on hand 
and in banks of $12,168,039; loans, $44,868,- 
167 and investment securities, $58,735,554. 
Deposits amount to $82,843,009. The state- 
ment shows the sum of $5,004,343 established 
as reserve against depreciation of securities, 
ete. Capital is $6,700,000; surplus fund, $21,- 
000,000 and undivided profits, $1,794,074. 


Total sales of stocks on the Philadelphia 
Stock Exchange during the past year 
amounted to 10,251,539 shares compared with 
27,234,794 during the previous year. 

A financial division of the Philadelphia 
Real Estate Board is being organized to en- 
list cooperation between realtors and the 
banks and trust companies of the city. 
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PHILADELPHIA NATIONAL BANK RE- 
PORTS INCREASED NET EARNINGS 

The Philadelphia National Bank, as the 
largest bank in the city, contributed in a 
very potential way toward the maintenance 
of public confidence in the banking situation. 
It’s contributions were not only in the way 
of helpfulness to other institutions, but by 
the strength which was displayed during the 
year. Joseph Wayne, Jr., the president, in 
his report showed that net earnings during 
1931 were $4,754,145, representing an increase 
of more than $300,000 as compared with 1930. 
The year-end financial statement shows ag- 
gregate resources of $331,338,567, deposits, 
$250,368,432. 

President Wayne in his annual report ad- 
vised that “owing to the existing conditions 
in the financial world, it has become neces- 
sary to make certain adjustments at this 
time, to provide for which $3,000,000 of our 
reserve for contingencies and $3,582,982.23 of 
undivided profits have been so applied.” Giv- 
ing effect to the foregoing, the bank’s capi- 
tal position is as follows: 

Capital $14,000,000.00 
NN aa, ira dulenas dae Sr wy bites 28,000,000.00 
Undivided profits 1,878,646.79 


Total $43,878,646.79 

The foregoing figures are for the bank 
alone and do not include $2,176,617.65, capi- 
tal, surplus and undivided profits of the 
Philadelphia National Company in which the 
stockholders of the bank have a beneficial 
interest. 

Arthur C. Dorrance, president of the Camp- 
bell Soup Company, was added to the board 
of the Philadelphia National Bank at the 
annual meeting. Other directors were re- 
elected except William A. Dick, who retired 
on account of ill health. 


THE MARKET STREET NATIONAL BANK 

The sound position of The Market Street 
National Bank of Philadelphia is reflected 
in the latest financial statement. This shows 
total assets of $28,275,446 with cash and due 
from Banks of $6,903,399; U. S. Government 
securities, $5,066,866; other marketable se- 
curities, $4,656,917 ; demand loans secured by 
collateral, $6,079,423; other loans and dis- 
counts, $5,491,765. Deposits amount to $22,- 
508,294 with capital of $1,000,000; surplus 
and net profits, $4,190,079. 

John J. Sullivan, vice-president and trust 
officer of the Market Street National Bank 
of Philadelphia, has been elected president of 
the First District Realization Corporation 
which functions in the Philadelphia area. 


CANADIAN 
INCOME TAX 


The complete text of the 
Income War Tax Act of 
the Dominion of Canada, 
as amended to and in- 
cluding the 1931 statutes, 
with appropriate nota- 
tions and index—a 
thirty-six page pamphlet, 
authoritative and up to 
the minute. 


Price $1. 
GQoomrerck CueaninG, Horse, Ise, 


LOOSE LEAF ares DIVISION 
IPORA SEU Orth On) CUNY 
205 W. MONROE ST., 
CHICAGO, ILL. 


EARNINGS OF REAL ESTATE TRUST 
COMPANY 

The Real Estate Trust Company of Phila- 
delphia in the year ended December 31, 1931, 
showed net earnings of $199,640, according to 
the annual report submitted to the meeting of 
stockholders by Samuel F. Houston, presi- 
dent. At the close of the company’s fiscal 
year it had total resources of $13,079,445, 
capital of $3,131,200, surplus of $2,000,000, 
undivided profits of $392,488 and deposits of 
$6,432,281. The amount of its trust funds 
was $50,781,571, and of corporate trusts, 
$18,621,000. During the year dividends of 
$250,496 were paid and the sum of $5,000 was 
passed to building renewal reserve. 

At the annual meeting of stockholders of 
Real Estate Trust Company, five directors 
whose terms expired were re-elected, as fol- 
lows: Frank C. Roberts, John Gribbel, Louis 
J. Kolb, Walter Le Mar Talbot and Frederick 
C. Newbourg, Jr. 


Robert E. MacDougall, assistant trust offi- 
cer of the Provident Trust Company, of 
Philadelphia, has been appointed a member 
of the Eastern Division, Trust Development 
Section, of the Financial Advertisers’ Asso- 
ciation. ; 


i AV ANDAR i ihn td ark Dl NCSA dA eh, el lh SP alg Kk Sn ho tna sigda ac 





peste RITES MAR set B IGE AEC OTUAIG LAU So 


j 
: 
§ 
: 
. 
‘ 
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THE PENNSYLVANIA CO. ACQUIRES 
CONTINENTAL-EQUITABLE DEPOSITS 
In order to concentrate its activities on 

fiduciary business the deposit accounts of the 
Continental-Equitable Title & Trust Company 
of Philadelphia were recently transferred to 
the Pennsylvania Company for Insurances on 
Lives and Granting Annuities with sufficient 
assets to cover such transferred accounts. 
The Continental-Equitable has discontinued 
its banking business and will confine itself 
to general trust and title business with 
safe deposit facilities, maintaining its pres- 
ent quarters on Twelfth street above Chest- 
nut. The amount of transferred deposits was 
approximately $9,000,000. 

The Pennsylvania Company for Insurances 
on Lives and Granting Annuities has ac- 
quired twenty-sixth place among the largest 
banks in the United States in point of de- 
posits. 

The December 31st, financial statement of 
the Pennsylvania Company shows aggregate 
banking resources of $257,845,419 with de- 
posits of $190,761,443, and representing the 
largest banking totals reported among local 
trust companies. Capital is $8,400,000 with 
surplus of $27,000,000 and undivided profits 
of $581,848. The latest financial statement 
shows that the sum of $10,000,000 has been 
set aside as reserve for contingencies. 

Personal trusts of the Pennsylvania Com- 
pany increased during the past year from 
$753,681,883 to $839,060,000, or a gain of over 
$86,000,000, with corporate trusts aggregating 
$1,837,438,164. 


FINANCIAL STATEMENT OF INTEGRITY 
TRUST COMPANY 

The Integrity Trust Company of Philadel- 
phia reveals a strong position in its state- 
ment at the close of last year. Activities of 
the trust department have been maintained 
with an increase of trust funds of nearly 
two millions to total $40,110,204 and with 
corporate trusts amounting to $41,225,500. 
Banking resources total $69,932,534, includ- 
ing cash and due from banks of $6,178,511; 
U. S. bonds and certificates, $3,214,221; other 
bonds and investments, $22,680,137; demand 
loans on collateral, $23,157,840; time loans 
on collateral, $2,937,178, and commercial 
paper, $7,239,376. 

The statement shows a sum of $3,000,000 
set aside for contingencies. Capital is $2,- 
987,920; surplus fund of $11,000,000 and un- 
divided profits of $1,390,546. The integrity 
maintains seven offices including its main 
office at 16th and Walnut streets. 


GAINS BY PROVIDENT TRUST 
COMPANY 

A survey of the operations of the Provi- 
dent Trust Company of Philadelphia during 
the past year shows substantial increases in 
practically all departments. Trust funds un- 
der administration increased from $252,960,- 
000 to $274,490,864 with corporate trusts 
amounting to $83,179,537. In the banking 
department there is shown an increase of 
nearly three and a half million of deposits 
to total of $30,551,972. Banking resources 
aggregate $52,990,798 including cash on hand 
and in banks of $5,016,115; U. S. Govern- 
ment ‘bonds, $7,015,352; other bonds and 
stocks, $19,088,662; loans, $14,410,853 and 
mortgages, $2,622,751. Capital stock is $3,- 
200,000, with surplus of $12,260,000 and un- 
divided profits of $5,038,395 representing a 
substantial gain. The sum of $1,000,000 is 
earried as reserve for contingencies and de- 
preciation. In connection with the declara- 
tion of the quarterly dividend of 5 per cent 
for the last quarter of 1931 the directors of 
the Provident authorized an extra dividend © 
of 5 per cent. 

The annual report of the Provident Trust 
Company shows that net profits for the year 
1931 were $872,486. After paying quarterly 
dividends at the rate of 5 per cent and an 
extra dividend at the same rate, amounting 
to $800,000 the sum of $72,486 was added to 
undivided profits, making the latter at the 
close of the year $5,038,395. Deposits in- 
creased last year by $3,498,703 to total of 
$30,498,703. A portion of the company’s re- 
serve funds were employed for charging off 
certain loans and book yalues of _invest- 
ments but it was not found necessary to 
draw upon undivided profits, leaving surplus, 
undivided profits and reserves aggregating 
over $18,000,000 over and above capital of 
$3,200,000. 


A new bank is being organized in Wash- 
ington, Pa., to take over the assets of the 
Washington Trust Company, the First Bank 
& Trust Company and the Union Trust Co. 

The Sunbury Trust & Safe Deposit Com- 
pany of Sunbury, Pa., and the oldest trust 
company in the county, recently distributed 
its eightieth consecutive dividends. George 
B. Reimensnyder is founder and president. 

William E. Quinlin, superintendent of the 
local district for the Prudential Insurance 
Company of America, has been elected presi- 
dent of the Union Bank & Trust Company 
of Pottsville, Pa. 

The Union Banking & Trust Company of 
DuBois, Pa., reports resources of $3,088,946 
and trust funds of $885,105. 
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ALBERT LINTON ELECTED A DIRECTOR 
OF PROVIDENT TRUST COMPANY 

Announcement has been made of the elec- 
tion of M. Albert Linton, president of the 
Provident Mutual Life Insurance Company 
as a director of the Provident Trust Company 
of Philadelphia, succeeding to the vacancy 
caused by the death of Asa S. Wing. Mr. 
Linton was born April 4, 1887, in German- 
town, Philadelphia and in addition to his 
duties as president of the Provident Life is 





M. ALBERT LINTON 


a member of the board of managers of Haver- 
ford College; director and vice-president of 
Friends’ Fiduciary Corporation; chairman 
Moorestown Friends’ School; chairman execu- 
tive committee of the Life Insurance Sales 
kesearch Association of Hartford, Connecti- 
eut and vice-president of the Actuarial So- 
ciety of America. 


Capital 

Continental Equitable............... $1,000,000 
an + te ry Trust Co........ 6,700,000 
ME BUUEE OO... ccc cccccscccs 500,000 
Germantown Trust............csee0% 1,400,000 
BE OO EE Re i 

Industria] Trust Co...........cccccce 882,251 
PEE BIR ng6osoccwesccccececs 2,987,920 
Kensington-Security Bank & Trust . . 1,300,000 
Liberty Title & Trust............c00% 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust............ 500,000 
PI Ri ccccdcccecceccsenne 500,000 
Penna. ‘Co. Sor Insurances... .......0 rs 400,000 
0 ee ae 3,200, ;000 
Real Estate Land Title and Trust..... 7,500,000 


3,131,200 
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COMMITTEE IN DEFENSE OF STATE 
BANKING AUTONOMY 

Pennsylvania bankers, especially those as- 
sociated with country banks, are preparing 
to vigorously oppose any legislation that 
might be introduced in Congress to expand 
branch banking powers of national banks 
along so-called “trade area” lines and in 
defiance of state laws or limitations. In 
response to a resolution adopted at the re- 
cent meeting of the Council of Administra- 
tion of the Pennsylvania Bankers Associa- 
tion, and following a strong plea by Secretary 
Charles F. Zimmerman, of the Association, a 
committee has been created known as a 
“Committee for Pennsylvania to Uphold 
Autonomy of State Banking Laws as a Prin- 
ciple in Federal Reserve Branch Banking 
Legislation.” 

The membership of the committee as named 
by President John W. Chalfant of the Asso- 
ciation and vice-president in charge of trusts 
of the Colonial Trust Company of Pittsburgh, 
includes several past presidents of the bank- 
ers’ association. The committee consists of: 
H. B. McDowell, chairman, executive vice- 
president, McDowell National Bank, Sharon; 
George W. Reily, president, Harrisburg Na- 
tional Bank and Harrisburg Trust Company, 
Harrisburg; Clark Hammond, vice-president. 
Keystone National Bank, Pittsburgh; W. 
Walter Wilson, president, First Milton Na- 
tional Bank, Milton, and Joseph F. Hill, vice- 
president and cashier, National Bank of 
Chester County, West Chester. 





Stephen S. Sechrist has been elected presi- 
dent of the First National Bank & Trust 
Company of Red Lion, Pa. 

The Chester-Cambridge Bank & Trust Com- 
pany of Chester, Pa., reports banking re- 
sources of $12,862,000 and trust funds of 
$15,279,300. 


Surplus and 
Undivided 


Profits, Deposits, Par Last 


Sept. 29, 1931 Sept. 29,1931 Value Sale Sale 


$2,838'410 $13,293,612 5 10 11-10-31 
26,878,686 102,947,974 100 400 1-12-32 
2,212,017 9,631,245 10 +100 9-25-29 
4,297,019 19,928,471 10 26 1-12-32 
18,023,188 92,428,579 10 97 1-12-32 
4,482,763 15,194,299 10 60 8-19-31 
16,051,438 52,355,236 10 21 1-12-32 
4,255,588 14,944,358  -50 40 1-12-32 
1,744,868 6,362,187 50 = 165 9-23-31 
3,004,008 20,587,096 10 2014 11-10-31 
1,554,227 7,398,184 50 90 1-12-32 
4,074,693 12,120,680 100 600 1-12-32 
30,527,781 212,508,640 10 42% 11-10-31 
17,117,166 30,664,561 100 420 1-12-32 
13,623,752 40,461,435 10 17 1-12-32 
2,475,067 6,043,892 100 102 1-12-32 
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TRUST COMPANIES 


Boston 


Special Correspondence 


NEW ENGLAND TRUE TO TRADITIONS 

The philosophic adaptability in the face 
of trying situations, which characterized the 
temperament of New England people in gen- 
erations gone by, has not lost its potency in 
reviewing the developmerits of the past year 
in this section of the nation. The new gen- 
eration, although not innured to the hard- 
ships of forefathers, still inherits enough 
of the old traits to maintain that kinship 
which distinguishes New England ancestry. 
Notwithstanding the closing of the Federal 
National Bank in this city toward the close 
of the year and—by the way, the first nation- 
al bank to suspend in Boston since the es- 
tablishment of the Federal Reserve System— 
the epidemic of fear directed against banks 
which assumed more or less violence in other 
sections of the country, has passed away here 
almost as quickly as it appeared. 

A development, not without its dramatic 
phases, revealing the poise of New England 
people, was that which attended the run on 
the Five Cent Savings Bank of Boston, the 
largest savings bank in New England. This 
followed immediately upon the suspension of 
the Federal National Bank and affiliated in- 
stitutions. Long lines of depositors besieged 
the savings banks for two days. The bank 
paid all comers and refused to avail itself 
of the ninety-day moratorium clause. The 
attitude of the management was, “You can’t 
break this bank, no matter how fast or how 
long you come.”” On Monday morning follow- 
ing the run, business was “as usual” at this 
institution and the reaction was to be found 
in restored confidence in this community. 

It is well to remember that aside from the 
closing of the Federal National and several 
other institutions which are charged with 
mismanagement and subject to legal proce- 
dure, New England has come through the 
year 1931 with very little wreckage and most 
of that will be salvaged. The reason is that 
banking conduct in New England is pitched 
to a high plane and that there exists a morale 
among banks and trust companies in New 
England communities, large and small, which 
is more effective than legislative safeguards. 
Some of the New England states came 
through 1931 without a single bank failure 
and except for isolated flare-ups toward the 
close of the year, the bank solvency record 
of the entire group is one that reflects most 
credibly upon New England banks and trust 
companies. Moreover, the big banks and 
trust companies of New England have kept 


Capital 
$3,000,000 


$3,500,000 


Cordial Cooperation 
in handling Boston 


and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Fores, President 
BOSTON, MASS. 


Member Federal Reserve System 


themselves in strong, liquid position and have 
eschewed departures from sound banking 


' conduct. 


New England, financially, industrially and 
in a general business way, looks forward dur- 
ing 1932 with renewed courage and hopeful- 
ness. There are obstacles to overcome and 
difficult problems to solve. But no one can 
mingle with responsible and representative 
bankers, business men and industrial leaders 
of New England without sensing the feeling 
of faith and mastery. 


FIRST NATIONAL STATEMENT 

The December 31, 1931 financial report of 
the First National Bank of Boston shows 
aggregate resources of $603,285,871, with im- 
mediately available or readily marketable 
assets amounting to $245,255,062; loans, dis- 
counts and investments of $314,651,883. De- 
posits total $476,989,412. Capital is $44,500,- 
000; surplus and profits, $33,419,183 ; reserves 
for various purposes, including contingencies, 
$11,449,517. The figures of the allied Old 
Colony Trust Company and the First Na- 
tional Old Colony Corporation are not in- 
cluded. The Old Colony Trust Company re- 
ports resources of $16,165,127, with combined 
capital, surplus and profits of $10,256,393. 
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TRUST COMPANY MERGER IN BOSTON 

Directors of the United States Trust Com- 
pany and of the Bank of Commerce & Trust 
Company of Boston have agreed upon plans 
of consolidation. The combined institution 
will retain the title of United States Trust 
Company, A. C. Ratshesky, president of the 
United States Trust Company, will be chair- 
man of the board of directors in the enlarged 
bank, and James Solomont, president of the 
Bank of Commerce & Trust Company, will 
retain that office in the new bank. 

The United States Trust Company, which 
has capital of $1,000,000, was organized in 
1895, while the Bank of Commerce & Trust 
Company, which also has capital of $1,000,- 
000, opened for business in 1919. Both banks 
hold memberships in the Federal Reserve 
System as well as in the Boston Clearing 
House Association. 





STATE STREET TRUST COMPANY 
REQUIRES MORE SPACE 

Due to increase in the business of the 
trust department a number of alterations 
have been made at the State Street Trust 
Company which provide more commodious 
quarters. The year-end statement shows trust 
departments assets of $113,216,332 including 
$60,700,000 agencies; banking resources, $62,- 
043,082; deposits, $54,000,000; capital, sur- 
plus and profits, $6,744,377. George H. Hill 
has been appointed assistant treasurer. 

At the annual meeting of the stockholders 
of the State Street Trust Company, all di- 
rectors and officers were re-elected. The 
following promotions were also voted: John 
Singleton Amory, to be assistant secretary, 
and T. Edward Kellar to be assistant vice- 
president. There was also passed a resolu- 
tion of appreciation of the long and valuable 
service of Ashton L. Carr, a vice-president 
of the trust company, who died in July, 1931, 





TRUST COMPANIES 


SPRINGFIELD SAFE DEPOSIT & 
TRUST COMPANY 

Trust department assets of $51,838,800 are 
shown in the latest financial statement of the 
Springfield Safe Deposit & Trust Company 
of Springfield, Mass. The banking depart- 
ment shows assets of $13,031,303, with de- 
posits of $10,314,302. Capital is $1,000,000; 
surplus, $1,000,000, and undivided profits, 
$615,512. 





NEW ENGLAND BREVITIES 

Committees of the Corporate Fiduciaries 
Association of Boston and of the Bar Asso- 
ciation of Boston are working on a code of 
ethics governing relations between trust com- 
panies and the legal profession. 

A bill has been introduced in the Massa- 
chusetts General Assembly requiring that 
trust companies, before receiving deposits, 
shall file with the State Banking Commis- 
sioner a bond as guarantee of indemnity 
equal to twice the amount of capital stock 
which shall inure to the benefit of depositors. 

Official appointment of Arthur Gat as Bank 
Commissioner of Massachusetts has met with 
universal approval among banks and trust 
companies. 

Announcement is made of an additional 
$10,000,000 new cash capital to the capital 
structure of the Atlantic National Bank of 
Boston. Frederic D. Dumaine has been 
elected chairman of the bank’s advisory com- 
mittee. 

The Union & New Haven Trust Company 
of New Haven, Conn., has been consolidated 
with the Congress Bank & Trust Company 
of that city. 

John W. Gaigis, president of the Franklin 
County Trust Company of Greenfield, Mass., 
has been elected president of the Massachu- 
setts Trust Company Association. 
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Capital Undivided Profits, 


Banca Commerciale Italiana............. $750,000 
Boston Safe Deposit and Trust Co........ 2,000,000 
ES 200,000 
RTE OUR. C, .. wc cccesecccesece 100,000 
Commerce and Trust Co................ 1,000,000 
TR dak io. orb de o/c 64.00 e100 0% 2,500,000 
I EE ONS no's aw epee isiese paces 1,500,000 
ES Ee re 500,000 
Harris Forbes Trust Co...............2. 500,000 
Jamaica Plain Trust Co................. 200,000 
Kidder Peabody Trust Co............... 500,000 
Lee Higginson ‘Trust Co............cces6 500,000 
Now Magiand Trust Co... .........c008 1,000,000 
2 oe’ ere 5,000,000 
OOD BEES CMe neve ts ccccctccces 3,000,000 
United States Trust Co.....  ..... 2,500,000 


Assets, 
Trust Dept. 
Sept. 29, 1931 


Surplus and 
i Deposits, 


Sept. 29, 1931 Sept. 29, 1931 


$407,787.65 os eae en 
3,792,761.70 20,173,912.18 $212,132,470.30 
47,951.42 Oe rer 
265,315.24 ho. Oe 
387,590.74 7,773,892.80 1,107,153.66 
341,329.34 7,773,892.80 4,812,297.81 
1,040,149.65 4,810,640.61 1,478,795.95 
593,590.23 320,000.00 3,158,149.60 
183,412.26 3,058,783.70 9,568,292.93 
101,308.83 1,732,008.10 106,441.51 
294,004.99 2,511,193.79 13,359,093.79 
773,199.39 9,227,999.68 26,056,471.11 
3,114,058.37 26,648,529.39 123,998,243.23 
5,252,903.95 3,875,955.50 303,777,267.63 
4,149,958.41 54,748,759.03 52,411,188.29 
3,524,917.76 8,450,916.47 11,371,600.37 
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Chicago 
Special Correspondence 


EXCEPTIONAL STRENGTH OF CHICAGO 
BANKING SITUATION 

The year 1931 will go down as one of the 
most trying in Chicago’s financial history. 
It also records a magnificent demonstration 
of banking leadership, of unselfish coopera- 
tion toward the community and hard-pressed 
banking institutions. Business depression 
and the drastic cutting down of values were 
the two prime influences. Back of that, how- 
ever, was the unwholesome condition created 
among small suburban banks by tying up 
depositors’ moneys in violently depreciated 
and speculative real estate paper. This weak 
spot was beyond the controlling influence of 
the loop banks or the scope of supervision by 
the Clearing House. The frantic fear once 
started, there was no holding panic-stricken 
depositors in check until the ground had 
been fairly swept clean. 

On the threshhold of 1932 the banking sit- 
uation in Chicago is stronger and more forti- 
fied with cash resources than ever in local 
banking annals. There have been sacrifices 
to accomplish this result ; quiet but firm pres- 
sure in contracting loans and discounts, al- 
though constantly with a sympathetic eye 
to legitimate needs of borrowers and custo- 
mers. The financial statements of Chicago’s 
banks and trust companies give the answer 
to the people of Chicago who have been prone 
to hearken to malicious whisperings and to 
yield to apprehensions. In their composite 
setting the Chicago bank and trust company 
statements reveal a remarkable achieve- 
ment in creating an impregnable cash posi- 
tion. A decline of $173,163,000 in total de- 
posits in the last quarter of 1931 tells part 
of the story. It finds reflection in the con- 
traction of $150,161,000 in loans and dis- 
counts with proportionate strengthening of 
liquid assets, 


OFFICIAL CHANGES AND ADVANCE. 
MENTS AT CONTINENTAL ILLINOIS 
BANK 

At a recent meeting of the board of direc- 
tors of the Continental Illinois Bank & Trust 
Company of Chicago, Stanley Field was 
elected chairman of the advisory committee. 
He has been closely identified with the bank 
as a director and as a member of the execu- 
tive committee and has been of active as- 
sistance to the management. Mr. Field’s ap- 
pointment has long been desired by the man- 
agement in public recognition of his services. 

A. M. Johnson, chairman of the board of 
the National Life Insurance Company of the 
U. S. A., was recently elected to the board 





ARTHUR REYNOLDS 
Who has been elected Chairman of the Continental Illinois 


Company, and now holds the same office in both the Con- 
tinental Illinois Bank & Trust Company and its affiliate 
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of directors of the bank and the following 
changes have been made in the official roster 
of the bank: Herman Waldeck was elected 
executive vice-president. W. B. Allen, Lester 
T. Boe, Spencer L. Hart, Woodbury S. Ober, 
H. P. O’Connell, Joseph L. Overlock, E. F. 
Reiter, John H. Rumbaugh, and Anthony 
von Wening were elected second vice-presi- 
dents. Mark P. Collor, Leland S, Ford, J. J. 
Johnston, Fred M. Naber, and Clifton L. 
Nourse were elected assistant cashiers. 
James R. Leavell, president of the Conti- 
nental Illinois Bank, was elected president 
of the Continental Illinois Company, succeed- 
ing Arthur Reynolds in that office. Mr. Rey- 
nolds was elected chairman of the board of 
the company, now holding the same office in 
both the bank and the company. Charles Z. 
Henkle was elected secretary and treasurer. 
The December 31st financial statement of 
the Continental Illinois Bank & Trust Com- 
pany reveals the strong position of Chicago’s 
largest bank. Resources aggregate $1,008,- 
463,768 and a study of the various items dem- 
onstrates liquid character of assets and bal- 
anced distribution, Deposits total $773,437,- 
524. Capital is $75,000,000; surplus, $65,- 
000,000 and undivided profits $4,811,240. 


MARKED GAINS BY NORTHERN TRUST 

During a year when most banks and trust 
companies registered contraction of deposits 
the showing of gains made by the Northern 
Trust Company of Chicago are noteworthy. 
Combined resources increased during the 
year from $77,932,280 to $104,598,130. De- 
posits increased from $63,075,000 to $87,060,- 
833, including substantial additions to sav- 
ings accounts. The report of December 31st 
shows that the sum of $1,500,000 has been 
transferred from undivided profits to reserve 
for taxes, interest, etc., to provide ample ad- 
ditions to reserves. 


HARRIS TRUST AND SAVINGS BANKS 

The Harris Trust & Savings Bank of Chi- 
eago passed through the experiences of 1931 
with business active and earning capacity 
well sustained. The year-end statement 
shows capital of $6,000,000 and surplus of 
$6,000,000, the latter figure representing an 
increase of $1,000,000 and with undivided 
profits of $1,693,239. Among resources the 
United States Government securities, state 
and municipal securities, as well as other 
bonds and securities are listed at figures be- 
low market value as of December 31, 1931. 
Resources total $111,694,181 and deposits 
$92,886,820, the latter as compared with $34,- 
223,000 ten years ago. 


LUCIUS TETER RELINQUISHES ACTIVE 
BANKING CONNECTIONS 

Announcement has been made of the retire- 
ment of Lucius Teter from active connection 
with the Central Republic Bank & Trust 
Company of Chicago and of his acceptance of 
the chairmanship of Baird & Warner Com- 
pany which was founded in 1855. Mr. Teter 
will maintain an interest in the development 
and progress of the Central Republic Bank 
& Trust Company as a director. 


Lucius TETER 


Mr. Teter has been one of the active and 
leading figures in trust company circles. He 
was a founder and for many years guided 
as president the successful career of the 
Chicago Trust Company which subsequently 
became allied with the National Bank of the 
Republic, prior to the latter’s absorption by 
the Central Trust Company of Illinois and 
resulting in the present Central Republic 
Bank & Trust Company. Mr. Teter is a for- 
mer president of the Trust Company Divi- 
sion A. B. A. and has been foremost in Chi- 
eago civie work. 


“When Bank Directors Consider 1932 Ad- 
vertising Appropriations,” is the title of a 
suggestive pamphlet issued by Francis R. 
Morison of Cleveland. 
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SIXTY-EIGHTH ANNUAL STATEMENT OF 
FIRST NATIONAL OF CHICAGO 


The sixty-eighth annual report of the First 
National Bank of Chicago and the twenty- 
eighth annual report of the allied First 
Union Trust & Savings Bank, presented by 
President M. A. Traylor and Chairman F. H. 
Rawson, contains but modest reference to 
the invaluable and important services ren- 
dered by this organization during the past 
year in restoring stability and confidence in 
the Chicago banking situation. The out- 
standing accomplishment was the assistance 
given by the First banks in assuming the de- 
posit liabilities of the Foreman-State Banks. 

Influenced by general business conditions 
and market depreciations, affecting all bank- 
ing activities, the earnings of the First Na- 
tional and of the allied First Union Trust 
& Savings are naturaly not up to the previous 
year. Profits for the year were $4,478,000 
after making provision for bad and doubtful 
debts. Combined resources at the close of 
the year amounted to $771,165,000 as com- 
pared with $671,870,000 a year ago and since 
which the Foreman-State Banks were taken 
over. Deposits of the First National, at close 
of year, were $476,150,000, an increase of 
$55,000,000; deposits of First Union Trust 
were $199,863,000, an increase of $44,000,000 
with savings increasing $50,000,000 to total 
of $154,415,000. Cash dividends were main- 
tained. The capital structure shows $52,- 
123,886 for the First National and $16,235,- 
000 for the First Union Trust. It is note- 
worthy that the First Union Trust reports 
$4,000,000 as reserve for contingencies. 

Owing to the additional tasks attending 
the absorption of the Foreman-State Banks 
it was found necessary to augment working 
space, which was accomplished by the leas- 
ing of approximately 40,000 square feet of 
floor space in the Morrison Hotel building. 

The board of directors elected H. L. 
Droegemueller vice-president and comptroller 
of both the First National Bank and First 
Union Trust & Savings Bank. Mr. Droege- 
mueller has been auditor of the banks for 
many years and will continue in general 
charge of this work. Associated with him 
will be Charles Z. Meyer, who was promoted 
from assistant cashier to auditor of both 
banks. In the First Union Trust & Savings 
Bank, Walter L. Cohrs was promoted from 
assistant manager of the real estate loan 
department to vice-president. Robert G. 
Collins was elected assistant secretary. 
Thomas S. MeCarty was promoted from as- 
sistant cashier to assistant vice-president. 
Darragh Louderback was elected assistant 
treasurer of the First-Chicago Corporation. 


ANNUAL STATEMENT OF CENTRAL 
REPUBLIC BANK AND TRUST 
COMPANY 

An outstanding feature in the annual re- 
port of the Central Republic Bank & Trust 
Company of Chicago, covering operations of 
the past year, is the evidence of exceptional 
growth in trust department business. Ac- 
cording to the survey submitted by Chair- 
man Joseph E. Otis, President Philip R. 
Clarke and Chairman of the Executive Com- 
mittee John A. Lynch, the trust business, 
both corporate and personal, increased in 
volume during December exceeding any other 
month in the history of the combined com- 
ponent companies. 


The consolidation of the Central Trust 
Company of Illinois with the National Bank 
of the Republic and Chicago Trust Company, 
which occurred last July, naturally called 
for many adjustments. Net earnings from 
July 27 to December 31, after all operating 
expenses and provision for taxes, reserves, 
ete., amounted to $855,077, an equivalent to 
an annual rate of 14.11 per cent on capital 
stock. Attention is called to the fact that 
the economies growing out of the consolida- 
tion and other adjustments are only just be- 
ginning to be realized. It is also noted that 
decrease in deposits is largely attributable 
to the fact that at the time of consolidation 
one of the constituent banks had on deposit 
over $40,000,000 of municipal funds which 
had to be withdrawn because of the straight- 
ened finances of the municipal government. 
A valuable contract was concluded with the 
Metropolitan Life Insurance Company in be- 
half of the real estate loan department, dur- 
ing the year, whereby the bank becomes rep- 
resentative in the Chicago territory as pur- 
chasing and servicing agent for mortgage 
loans of the insurance company, 

The December 31st financial statement 
shows total resources of $210,380,471; de- 
posits $169,503,584; capital $14,000,000; sur- 
plus $10,000,000 and undivided profits of 
$4,015,077. These figures do not include as- 
sets of the investment affiliate, Central Re- 
public Company. 

At the annual meeting of stockholders of 
Central Republic Bank & Trust Company, 
General Robert E. Woods, president of Sears, 
Roebuck & Company, was added to the bank’s 
directorate. ‘Two new officers were apponted : 
Michael A. Georgon, assistant vice-president 
of the trust department, and Charles Van 
Zandt, manager of the real estate loan de- 
partment. General Wood, the new member 
of the board, has been president of the mail 
order concern since 1928. 














EARNINGS OF CHICAGO TITLE AND 
TRUST COMPANY 

The 1931 financial statement of the Chi- 
cago Title & Trust Company reveals excep- 
tionally well sustained earning capacity, jus- 
tifying an extra dividend for the last quar- 
ter. Gross earnings amounted to $8,270,262 
which is only $250,000 below the return for 
the previous year. After deductions for 
maintenance and operation, reserve for taxes 
and other reserves, net earnings are shown 
of $2,756,913 which is at the rate of 7.37 per 
cent on average capital employed. Dividends 
amounting to $2,520,000 were paid and $500,- 
000 was transferred to sundry reserve funds. 
Capital stock remains at $12,000,000, with 
surplus of $16,000,000 and undivided profits 
of $1,367,140. The year-end statement shows 
total resources of $41,758,006. 





NEW APPOINTMENT FOR WILFRED 
BURGESS 

Announcement of the appointment of Wil- 
frid L. Burgess as vice-president of Central 
Republic Bank & Trust Company of Chicago 
in charge of operations of the bank, was 
made recently by C. C. Haffner, Jr., executive 
vice-president. Mr. Burgess has been with 
the bank for over thirty years, having started 
as a messenger with the Western State Bank, 
which later through merger became a part 
of the present institution. His early experi- 
ence was entirely with the general operations 
of the bank. In 1909 he joined the trust de- 
partment and later was promoted to chief 
clerk, He was made assistant secretary in 
1919, assistant cashier in 1920, and assistant 
trust officer in January, 1927. He was ap- 
pointed assistant vice-president of the trust 
department in January, 1930, which office 
he held until his elevation to the vice-presi- 
dency of that department last July. 


140 TRUST COMPANIES 





DAVID ROBERTSON FORGAN 

Chicago lost one of its eminent figures in 
banking circles with the recent death of Da- 
vid R. Forgan, vice-chairman of the executive 
committee of the Central Republic Bank & 
Trust Company of that city. He was promi- 
nently identified with banking development 
in Chicago since 1896 when he came from 
Minneapolis to become vice-president of the 
Union National Bank. In 1898 he became 
president and two years later this bank was 
merged with the First National Bank of 
Chicago, of which his brother, the late James 
B. Forgan, was president. In 1907 David 
Forgan helped to organize the National City 
Bank of Chicago and continued as president 
until 1925 when the bank was merged with 
the National Bank of the Republic, Mr. For- 
gan becoming vice-chairman. When the Na- 
tional Bank of the Republic was merged last 
summer with the Central Trust Company of 
Illinois, Mr. Forgan was named with Joseph 
Otis as co-chairman of the board of the con- 
solidated bank. 

Mr. Forgan was born in St. Andrews, Scot- 
land. At the age of 15 he became a bank 
messenger in his native town and three years 
later he came to North America where he ob- 
tained a position with the Bank of Nova 
Seotia in Halifax. After a term of service 
at Winnepeg he came to the American Ex- 
change Bank at Duluth and then became as- 
sociated with the Northwestern National at 
Minneapolis. 


The Peoples Trust & Savings Bank of Chi- 
cago, in its latest statement, shows large 
holdings of United States Liberty bonds in 
proportion to total of savings deposits. 

The Chicago Title & Trust Company has 
elected three new directors: Laird Bell, 


Perey B. Eckhart and Judson T. Stone, 





CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 
Undivided 
Profits Deposits Book 
Capital Sept. 30, 1931 Sept. 30,1931 Value Bid Asked 


eee | ee ee $500,000 $532,464 $10,833,941 206 200 225 
Central Republic Bank & Trust Co........... 14,000,000 14,035,532 219,370,007 236 127 130 

*Continental Illinois Bank & Trust Co....... 75,000,000 69,089,137 827,823,948 232 200 203 
a ee errr 350,000 928,629 6,180,785 365 300 350 
**First Union Trust & First National......... 25,000,000 30,535,839 531,382,821 323 330 335 
ai unig kere balb bee aie ke/sie ace 6,000,000 8,437,216 95,478,803 241 378 383 
ES ECPI REE OT EA 600,000 497,131 9,417,440 182 150 175 
i ok cc gine eee sineee eels 3,000,000 9,319,501 78,139,230 410 387 392 
PINS TUNE Ge DBVINGE. «000 ec ccccccccccess 2,500,000 1,563,058 24,788,280 162 230 235 
TS as occas oss btidaaksasaeke 1,000,000 493,858 9,917,622 149 140 160 
a aia ences oe Aw we eae be Gas 600,000 400,000 2,063,498 170 130 150 


*Includes securities affiliate. 
**Stock owned by First National Bank. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg 
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Assuming that a new trust department is 
well equipped and ably officered, experience 
has nevertheless shown that it requires on 
an average from four to five years most fre- 
quently before this department yields net 
profits. It is therefore of interest to note 
that in Chicago there is at least one trust 
department which has been profitable from 
the start. It is conducted by the Chicago 
Bank of Commerce and commenting upon 
the matter, Harold G. Townsend, vice-presi- 
dent of the bank in charge of the trust de- 
partment, has this to say: 

“From the very organization of our trust 
department we kept uppermost in our minds 
the importance of placing and keeping our 
department on a profitable basis. We did 
not believe that trust business is entirely an 
‘investment in futures’ but insisted upon the 
department paying its own way. 

“There are certain types of trust business 
that are readily sold and yield immediate 
income, and by exercising great care in the 
selection of our trust business combined with 
a well planned but modest new business pro- 
gram, we were able to place our department 





Harotp G. TOWNSEND 


Vice-president in charge of Trust Department, Chicago 
Bank of Commerce 
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A BANK WHICH MADE ITS TRUST DEPARTMENT PAY 
FROM THE START 








on a net income yielding basis within eight- 
een months. We avoided the common error 
that we must have a large and imposing staff 
to satisfy the dignity requirements of the 
department. We believed that a few well- 
trained trust men would give our clientele 
the impression of competency, ability and 
integrity, 

“Too often in a new trust department, 
emphasis is laid upon volume, regardless of 
profits, in order to report so many new wills, 
and so many new trusts. On the other hand, 
we believed that discrimination in the selec- 
tion of business would help establish us fa- 
vorably in the eyes of the public. We had 
a splendid opportunity in the selection of our 
personnel because, due to numerous mergers, 
there was available much excellent material 
with which we were familiar through our 
contact with trust officers and men with trust 
experience over a long period of years. 


“We took advantage of the many improved 
methods and practices evolved in trust op- 
eration in the past few years in the organi- 
zation of our trust department, adopting the 
best methods of accounting, formulating pol- 
icies that would aid in the right development 
for the future and from the very beginning 
insisting upon a compensating measure of 
profits for the services rendered. As a result, 
the volume of trust business of the banks con- 
solidated with ours, many times our own, 
having been built up over a period of over 
a quarter of a century, was assimilated al- 
most overnight with comparative ease and 
efficiency.” 

Nineteen thirty-one was a noteworthy year 
for the Chicago Bank of Commerce witnessed 
by the combinations of the Union Bank of 
Chicago and the Old Dearborn State Bank 
with the Chicago Bank of Commerce which 
resulted in a more than three-fold increase 
in business and number of customers. Mr. 
Townsend, after six years as trust officer with 
the Chicago Trust Company, undertook the 
organization of the trust department of the 
Chicago Bank of Commerce upon the open- 
ing of the bank in April, 1930. Combined 
with his years in the trust field, Mr. Town- 
send brought to the bank his rich experience 
in the general practice of law for over four- 
teen years. 

Mr. Townsend has always been active in 
educational work, having been instructor of 
law in the American Institute of Banking, 
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Henri C. Prince 


General Manager 





Professor of Medical Jurisprudence at Hahne- 
mann College and of Law at John Marshall 
Law School and is now on the faculty of 
the latter school. He is also a member of 
the Illinois Committee of the Chicago Asso- 
ciation of Commerce. During the World 
War, he was a member of the U. S. Public 
Service Reserve and also served on the Lib- 
erty Loan and other war Drive Committees. 

Mr. Townsend is a graduate of Beloit Col- 
lege and Harvard University Law School and 
a member of Phi Kappa Psi Fraternity, of 
which he is a past national president. He 
has always taken an active part in the Cor- 
porate Fiduciaries Association of Chicago, 
serving on many of its committees. He was 
also one of the organizers of the Round Ta- 
ble of the Chicago Life Underwriters Asso- 
ciation. 

Tazwell H. Jenkins, vice-president and 
trust officer of the Chicago Bank of Com- 
merce, has had ten years’ practical trust ex- 
perience, eight of which were spent with the 
Chicago Trust Company where he held the 
position of assistant secretary in charge of 
personnel and office administration. Mr. Jen- 
kins received his early education in Virginia, 
where he was born, later attending Western 
Illinois State Normal Military Service. Dur- 
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ing the World War, he was with the Ameri- 
can Air Service spending nearly two years 
in France organizing American aviation cen- 
ters. 

Harry G. Keats, trust officer, was for near- 
ly eight years trust officer of the Union Bank 
of Chicago in charge of handling its estates. 
Prior to that, Mr. Keats was connected with 
the Probate Department of Cook County, 
occupying the position of assistant to the 
Probate Judge for nearly eighteen years. 

John M. Treveiler, assistant trust officer, 
was for five and a half years assistant trust 
officer and assistant secretary of the Union 
Bank of Chicago. Prior to that time he was 
associated for several years with Arthur An- 
derson & Company, certified public accoun- 
tants. Mr. Treveiler is a graduate of John 
Marshall Law School and a member of the 
Chicago Bar Association. 

Lester F. Beck, assistant trust officer, is a 
graduate of Beloit College and the Univer- 
sity of Chicago Law School. For many 
years during vacations he worked in the coal 
and lumber business and for the past few 
years, as insurance underwriter. Shortly 
after his admission to the bar in 1930, he 
joined the trust department of the Chicago 
Bank of Commerce and in September, 1931, 
was appointed assistant trust officer. 


COMMERCE TRUST COMPANY OF 
KANSAS CITY 

One of the strongest financial institutions 
in the midwest region is the Commerce Trust 
Company of Kansas City, Mo., which has 
functioned during the past year with help- 
fulness to its community and correspondents. 
The year-end financial statement shows to- 
tal resources of $94,473,323, with cash and 
due from banks of $25,642,075; U. S. govern- 
ment securities, $14,052,428; demand loans, 
$2,972,929, making total of $42,667,434 of 
sash and choicest assets. Resources also in- 
clude public and other bonds and securities, 
$18,346,678; loans and discounts, $29,656,778. 
Deposits amount to $85,217,944. Capital is 
$6,000,000 ; surplus, $2,000,000, and undivided 
profits, $1,032,781. W. S. MecLucas is chair- 
man; Hunter L. Gary, vice-chairman, and 
James M. Kemper, president. 


Lloyd W. Smith has resigned as chairman 
of the governing board of the Chase Harris 
Forbes Corporation. He began his banking 
career in the old banking house of B. W. 
Harris & Co., in Chicago in 1899. 

The Nyack National Bank and the Rock- 
land County Trust Company of Nyack, N. Y. 
have been consolidated. 
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St. Lovis 


Special Correspondence 


ST. LOUIS FARES BETTER THAN MOST 
CITIES 


During the height of speculative prosper- 
ity St. Louis was well out of the line of fire 
and mania for speculative profits. Today, its 
business corporations, industrial organiza- 
tions and banking institutions are in sound 
financial position, prepared for recovery. St. 
Louis, because of its conservative standards, 
has probably suffered less from depression 
last year than any city in the United States 
of its class. There have been substantial de- 
clines in practically every line of activity; 
but the percentages are measurably lower 
than the general or national averages. This 
applies to diversified industries producing 
necessities and particularly boots and shoes; 
to wholesale and retail trade, freight traffic, 
export trade and with building operations 
showing a positive increase over 1930. It 
is noteworthy that only two or three of the 
larger industrial and commercial organiza- 
tions of this city encountered financial dif- 
ficulties. It is likewise worth emphasizing 
that the municipal government of St. Louis 
is on a balanced budget. 

In banking and finance St. Louis has rea- 
son to look back upon 1931 with satisfaction 
and pride. While hundreds of banks closed 
their doors throughout the country under the 
terrific strain of impaired assets and public 
apprehension, St. Louis had only one bank 
failure and that was a small one with prob- 
ably little if any net loss to depositors. Since 
1908 when the St. Louis Clearing House As- 
sociation introduced periodical examination, 
no member bank or trust company of the 
association has failed. 


JOHN G. LONSDALE CALLS FOR 
INDIVIDUAL INITIATIVE 


“In the past year or two,” says President 
John G. Lonsdale of the Mercantile-Com- 
merce Bank & Trust Company of St. Louis, 
“we have had too many predictions, too much 
speculation on the future to the exclusion of 
work on our present-day problems. We have 
been too prone to wait for a favorable turn 
of events instead of trying to do something 
ourselves. As I view our present situation, 
it is and has been a direct challenge to in- 
dividual enterprise and initiative. We have 
heard a hue and cry all over the land about 
the need for leadership. Our nation has been 
accused of a woeful lack of men who could 
lead the multitude. But do we really need 


“TRUST SERVICE 
EXCLUSIVELY™~ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
osits. Its entire organization and 
acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 
Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with F; mrst National Bank 


a Moses to lead us out of our economic 
wilderness, or do we merely need to make 
full use of our laudable American ingenuity 
to solve our individual difficulties? 

“In the maze of economic woes that have 
assailed us from every quarter, no one knows 
better than the individual what his prob- 
lems are, And as he solves these to his own 
satisfaction and adjusts them in relation to 
those of his neighbor, should there not be 
evidenced a massed progress that will lead 
the way toward ultimate relief from our un- 
usual condition ?’ 


During the first eleven months of 1931 
there were established in the St. Louis dis- 
trict 64 new industries, while 65 existing es- 
tablishments instituted expansion programs. 

Employees of the Mercantile-Commerce 
Bank & Trust Company of St. Louis pre- 
sented an old-time minstrel show at the Shu- 
bert-Rialto theater on the evening of Janu- 
ary 12th. 

A. W. Snyder, formerly resident vice-presi- 
dent of the Mercantile-Commerce Company 
in Houston, Texas, has joined the San Ja- 
cinto Trust Company of that city as vice- 
president and director. 
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HEMINGWAY HEADS MERCANTILE- 
COMMERCE COMPANY 

W. L. Hemingway, executive vice-president 
of the Mercantile Commerce Bank & Trust 
Company of St. Louis, has been elected presi- 
dent of the Mercantile-Commerce Company, 
the bank’s investment subsidiary, succeeding 
Sidney Maestre, who recently became presi- 
dent of the Mississippi Valley Trust Com- 


W. L. HEMINGWAY 


Who has been elected President of the Mercantile Com- 
merce Company, an affiliate of the Mercantile Bank and 
Trust Company of St. Louis 








Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Dens Vaenee Braet CO, og ccc ccccccsccccccecs ‘ 


St. Louis Union Trust Co.... 
*Accepts no deposits. 
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pany. Mr. Hemingway also continues as 
executive vice-president of the bank. The 
investment company elected to its board 
Frank C. Rand, chairman of the Internation- 
al Shoe Company, and Edgar M. Queeny, 
president of the Monsanto Chemical Works. 

At the annual meeting of the stockholders 
of the Mercantile-Commerce Trust Company, 
eleven directors, whose three-year terms hav- 
ing expired, were unanimously re-elected. 
The annual survey of the operations of the 
company during the past year showed that a 
strong and liquid position has been main- 
tained. 


FIRST NATIONAL ABSORBS FRANKLIN- 
AMERICAN TRUST 

An important banking development in St. 
Louis was the recent absorption of the busi- 
ness and assets of the Franklin-American 
Trust Company of St. Louis by the First 
National Bank, giving the latter resources 
in excess of $200,000,000. The First National, 
through this operation, acquired more than 
50,000 new corporate and individual ac- 
counts with deposits of about $20,000,000. 
The Franklin-American Trust Company had 
combined capital, surplus and undivided prof- 
its of over $4,000,000. It represents a merger 
in 1928 between the Franklin Bank and the 
American Trust Company. 

The First National has added to its staff 
six officers of the Franklin American. They 
are James L. Ford, Jr., C. Leroy Sanger and 
Benjamin S. Lang, vice-presidents; W. C. 
Unger and J. L. Hauk, assistant cashiers, 
and R. L. Gurney, assistant manager of 
the savings department. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 
Dec. 31, 1931 
$1,849,988.57 
10,000,000 6,367,216.14 
6,000,000 3,249,631.23 

000,000 7,270,586.00 


Deposits, 
Dec. 31, 1931 
$20,637 ,889.14 
102,053 ,278.95 
67,857,405.82 


Capital 
$2,150,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
American Security & Trust Co $3,400,000 
Munsey Trust Co 2,000,000 
National Savings & Trust Co......... 1,000,000 
Union Trust Co 2,000,000 
Washington Loan & Trust Co 1,000,000 


Surplus and 
Undivided 
Profits, 
Dec. 31, 1931 
$4,158,806.52 
1,536,534.36 
2,968,354.73 
1,187,591.97 
2,550,063.99 


Deposits, 
Dec. 31, 1931 
$30,552,707.41 
4,338,266.63 
13,953,303.10 
8,693,616.73 
16,409,944.77 


Bid Asked 
299 315 
100 160 
375 400 
191 200 
400 440 


Par 
100 
100 
100 
100 
100 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. 8S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


EMERGING FROM DEFLATION AND 
LIQUIDATION 

Cleveland bankers pin their faith for 1932 
on the conviction that deflation of values in 
real estate, securities, commodities and other 
properties have reached a point that must 
yield to gradual convalescence. Ohio has had 
its quota of banking fatalities, mostly caused 
by unreasoning fear and lack of confidence, 
with but few instances of wilfully bad or 
unscrupulous management. The most sig- 
nificant development is that many of the 
closed banks have been or are in process of 
reopening for business. 

Here in Cleveland the year passed with 
less banking troubles than in most cities of 
its size. The only closing of any importance 
was that of the Standard Trust Company, 
which represented the first banking venture 
of organized labor. Cleveland’s leading trust 
companies and banks have not only stood 
firm and resourceful, but have rendered val- 
uable assistance to business and industry. It 
is deserving of mention that in no line of 
business or finance has there come such gen- 
erous response to relief appeals as from the 
official staffs and employees of Cleveland’s 
large trust companies, notably those of the 
Union Trust Company, the Cleveland Trust 
Company and the Guardian Trust Company. 


CONSOLIDATION OF THE MIDLAND 
BANK WITH CLEVELAND TRUST 
COMPANY 

An important banking move, in the interest 
of greater economy, efficiency and service, 
was the recent consolidation of the Midland 
Bank with the Cleveland Trust Company. 
The merger became effective January 12, 1932 
and represents a centralization of the bank- 
ing facilities of the two institutions in the 
Terminal area where the Midland had its 
main office and the Cleveland Trust a branch 
office. According to the year-end statements 
the Midland had approximately $28,000,000 
deposits and the Cleveland Trust $245,000,- 
000. Midland’s capital was $4,000,000, with 
surplus and undivided profits of $2,202,571. 
Both banks are members of the Federal Re- 
serve and the Cleveland Clearing House As- 
sociation. 

John Sherwin, Jr., president of the Mid- 
land, has been elected an executive vice-pres- 
ident of the Cleveland Trust Company. Pro- 
vision is also being made for other members 
of the Midland organization on the Cleve- 
land Trust staff. For the time being the 
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Midland business will be continued at its 
present quarters. The Midland brings to 
the consolidation a fine list of commercial, 
savings and trust accounts. Stock of the 
bank is exceptionally concentrated and about 
75 per cent of shares are held by directors 
and their families and associates. 

Speaking of the consolidation, President 
Harris Creech of the Cleveland Trust Com-, 
pany, said: “We are indeed fortunate to 
add to the lists of the commercial customers 
of the Cleveland Trust the many fine names 
brought to us through the Midland. From 
its inception, the Midland has been primarily 
a commercial bank. It was largely patterned 
after banks in the east which specialize in 
commercial accounts of high quality and in 
large units.” 


THE GUARDIAN TRUST COMPANY OF 
CLEVELAND 

The Guardian Trust Company of Cleve- 
land has pursued its steady, characteristic 
pace during the past year as one of the 
strongest financial institutions in this part 
of the country. The year-end financial 
statement shows resources of $156,863,557, 
with cash on hand and in banks of $16,069,- 
618; U. 8S. bonds, $12,725,243; other bonds 
and securities, $16,255,798; loans and dis- 
counts, $97,591,266, Deposits total $123,133,- 
573. Capital is $7,000,000, with surplus and 
undivided profits of $10,056,105. 


Cleveland acquired twenty-nine new in- 
dustrial establishments during 1931, involv- 
ing employment of hundreds of people in 
diversified lines of production. 

W. C. Laycock has been elected cashier of 
the First National Bank & Trust Company 
of Findlay, Ohio. 

Louis Guilden and Frederick Lindsey have 
been elected trust officers of the Central 
Trust Company of Cincinnati. 
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CLEVELAND TRUST COMPANY 
FINANCIAL STATEMENT 

The December 31, 1931 financial statement 
of the Cleveland Trust Company of the 
strength and progressive character of this 
institution in the face of the unusual condi- 
tions prevailing last year. Assets total 
$280,118,255 with cash on hand and in banks 
of $28,464,493; U. S. Government obligations, 


$24,129,667; state, municipal, and other 
bonds and investments, $27,101,586; loans 
and discounts, $187,974,334. Deposits total 


$245,627,504, to which are to be added the 
deposits of the recently absorbed Midland 
Bank. Capital stock is $13,800,000, with sur- 
plus and undivided profits of $11,352,497. 


The Union National Bank has been formed 
in Youngstown, Ohio, as a consolidation of 
the First and Commercial national banks. 
Verne J. Wilson, national bank examiner in 
Cleveland, has been selected as president. 

C. C. Chase, vice-president of the Fifth 
Third Union Trust Company, Cincinnati, has 
been elected president of the Hooven & AIl- 
lison Company. 

W. F. Wiley, general manager of the Cin- 
cinnati Enquirer and a director of the Fifth 
Third Union Trust Company of Cincinnati, 
O., has been elected a trustee of the Cincin- 
nati Southern Railway. 

G. H. Culver, estates trust officer of the 
Union Trust Company of Cleveland, will rep- 
resent Ohio on the executive committee of 
the trust development division of the Finan- 
cial Advertisers’ Association. 





AMERICAN SECURITY & TRUST COM- 
PANY, WASHINGTON, D. C. 

The American Security & Trust Company 
of Washington, D. C., has fairly maintained 
its volume of business with many new ac- 
counts. Resources total $38,675,295 and 
show a strong liquid position. Deposits total 
$30,552,707. Capital is $3,400,000; surplus, 
$3,400,000; undivided profits, $758,896, and 
reserves of $154,886 for contingencies. 


NATIONAL NEWARK & ESSEX BANKING 
COMPANY 

The National Newark & Essex Banking 
Company of Newark, N. J., registered a larg- 
er volume of new trust business during 1931 
than the previous year. Banking resources 
amount to $41,985,600. Deposits total $35,- 
743,450. Capital is $3,000,000; surplus, 
$2,000,000, and undivided profits, $549,246, 
with $352,000 reserve for interest and con- 
tingencies. 


COMPANIES 






LAKE COUNTY FOUNDATION 
ORGANIZED 

The Lake County Foundation, an organi- 
zation to provide a flexible plan for admin- 
istering charitable community trusts, was 
established recently at Painesville, O. The 
Cleveland Trust Company with offices in 
ainesville and Willoughby has qualified as 
a trustee. The foundation is patterned large- 
ly after the Cleveland Foundation, originally 
conceived by F. H. Goff, late president of the 
trust company, and since copied in nearly a 
hundred cities throughout the United States. 
The Cleveland Foundation is now adminis- 
tered by the four large banks of that city. 
































PROGRESS OF COMMONWEALTH TRUST 
COMPANY, PITTSBURGH 

Trust business has increased at such a pace 
during the past year at the Commonwealth 
Trust Company of Pittsburgh as to require 
additional space which has been provided on 
the second floor of its building which now 
houses the mortgage and transfer depart- 
ments. Trust funds increased during 193 
from $41,306,000 to $46,188,649. Banking re- 
sources remained practically stationary with 
total of $16,356,887 deposits of $11,946,032 
Capital is $1,500,000; surplus, $1,700,000; un- 
divided profits, $291,803. 
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Pittsburgh 


Special Correspondence 


TRUST ADMINISTRATION COMES 
THROUGH UNSCATHED 

The significant feature in banking and 
trust company development in Pittsburgh 
during the past year, is that trust depart- 
ment business has not only maintained re- 
markable records of increase, but that trust 
assets involved in failure of the Bank of 
Pittsburgh, N. A., and several other closings 
of state institutions, will involve no loss to 
trust clients by reason of such fatalities and 
aside from unavoidable depreciation of assets. 
From the banking standpoint the year has 
brought considerable change although result- 
ing in giving the banking structure a sounder 
base. Resources of all banks, state and na- 
tional, as shown by September 29th state- 
ments, total $1,255,341,000 as against $1,423,- 
151,000 a year previous. Trust companies 
show the smallest contraction with resources 
of $5538,821,923; capital of $20,426,945 and 
with surplus and undivided profits at $110,- 
166,922 remaining at practically the same 
figure aS a year ago. 


GAINS BY FIDELITY TRUST COMPANY 
OF PITTSBURGH 

The Fidelity Trust Company of Pittsburgh, 
which has maintained a distinctive record 
for trust administration and growth since 
1886, registers for the past year an increase 
of three millions in trust funds to total of 
$223,540,894 and representing an increase of 
about 55 millions since the close of 1928. Cor- 
porate trusts of $72,600,490 show a slight in- 
crease over last year. 3anking resources of 
$28,748,203 also mark a gain during the year 
with deposits of $16,774,748. Capital is 
$2,000,000 ; surplus $7,000,000 and undivided 
profits $1,045,591 with a special reserve set 
up during the year for contingencies of $1,- 
277,029. The Fidelity experienced an unprece- 
dented increase in the number of insurance 
trusts placed during 1931. 


COLONIAL TRUST COMPANY OF 
PITTSBURGH 

The Colonial Trust Company of Pittsburgh 
experienced a satisfactory year of growth in 
its trust department and banking operations. 
Trust funds aggregate over $30,000,000, an 
increase of more than one million and cor- 
porate trusts of $117,997,923 showing gain 
of five millions. Banking resources are $31,- 
976,288 with deposits of $22,135,634. Capital 
is $2,600,000; surplus, $3,000,000, and undi- 
vided profits, $1,378,547. 
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UNION TRUST COMPANY OF PITTSBURGH 
ADDS TO SURPLUS 
Despite business depression the Union 
Trust Company of Pittsburgh continues to 
add to surplus. The latest addition of $2,000,- 
000 brings the impressive total of surplus at 
this institution to $63,500,000 with capital of 
$1,500,000; undivided profits of $492,441 and 
reserves of $6,306,228. Trust funds increased 
from $379,000,000 to $389,812,000 with cor- 
porate trusts of $866,302,300, securities held 
thereunder $218,019,000 and transfer and 
agency accounts of $1,742,196,927. 


James C. Chaplin, president of the Colonial 
Trust Company of Pittsburgh is president of 
the Second District Realization Corporation, 
to aid in the liquidation of closed banks. 

The Ohio Valley Trust Company and the 
Corapolis National Bank of Corapolis have 
been merged with the Corapolis Savings & 
Trust Company. 

President A. C. Robinson of the Peoples- 
Pittsburgh Trust Company and president of 
the Savings Bank Division of the American 
Bankers Association, is an original member 
of Hoover’s Home Planning and Ownership 
Commission. 
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Los Angeles 


Special Correspondence 


LOS ANGELES A BRIGHT SPOT IN THE 
PICTURE 

Los Angeles liquidated its speculative ex- 
cesses—mostly in real estate—before the 
great stock market crash of 1929 and has 
therefore emerged from the adverse condi- 
tion which prevailed during the past year, 
with added strength and resourcefulness. This 
is particularly indicated in the banking situa- 
tion. Not only did the banks and trust com- 
panies of this city maintain their liquidity, 
but they have also met all legitimate needs 
of business and agriculture. At the close of 
the year the member banks of the Los An- 
geles Clearing House had an aggregate of 
$915,000,000 in deposits with total assets of 
$1,025,000,000. Bank debits registered a drop 
of only 22 per cent as against 26 per cent 
averaged by 141 important cities of the coun- 
try, for the first eleven months of the past 
year. Building permits were exceeded by 
only two other cities in the country. Trade, 
foreign commerce, industrial activity and 


agriculture all registered better resistance 
than the national average. 

Says J. F. Sartori, president of the Secur- 
ity-First National Bank of Los Angeles. “The 


strength of the Los Angeles banks, in the 
face of nationwide financial difficulties and 
deflation, has been particularly satisfying.” 

A. M. Chaffey, chairman of the California 
Bank of Los Angeles and president of the 
Los Angeles Clearing House says: “At the 
close of a year of unusual financial problems, 
Los Angeles may well be proud of the record 
of its banks. Certainly, no other part of the 
country can boast a better record of bank 
performance in the face of existing condi- 
tions.” 


FINANCIAL STATEMENT OF CALIFORNIA 
BANK OF LOS ANGELES 

A splendid financial statement has been 
issued by the California Bank of Los An- 
geles which has a record of more than a 
quarter of a century of successful banking 
through periods of inflation and deflation. 
The year-end statement shows total resources 
of $102,733,818, embracing cash on hand and 
in banks, U. S. Government bonds, accept- 
ances, state, municipal and other bonds and 
due from Federal Reserve of $40,055,501; 
loans and discounts of $56,013,932. Depos- 
its aggregate $90,459,788 with capital of 
$5,000,000; surplus, $2,700,000; undivided 
profits, $2,180,527 and $1,344,289 reserve for 
interest, dividends and contingencies. 


SECURITY-FIRST NATIONAL MAINTAINS 
DIVIDEND RECORD 

With the payment of the regular quarterly 
disbursement at the close of last year the 
Security-First National Bank of Los Angeles 
continues the longest term of uninterrupted 
dividend payments of any Los Angeles cor- 
poration, according to records of the Los An- 
geles Stock Exchange. The operations of the 
year revealed unabated activity in all de- 
partments, particularly in trust work. Earn- 
ings were well sustained and many new fea- 
tures of service and facilities were added 
at main offices and the numerous branches. 


CITIZENS NATIONAL TRUST AND 
SAVINGS BANK 

The Citizens National Trust & Savings 
Bank of Los Angeles, which has a record for 
conservative operation extending for more 
than forty-one years, experienced a year of 
growth and usefulness. The year-end finan- 
cial statement shows total resources of $118,- 
198,161, including cash, government bonds 
and other immediately available items of 
$43,037,219; loans and discounts of $68,453,- 
369. Deposits amount to $96,762,413. Capi- 
tal is $5,000,000; surplus, $9,000,000, and un- 
divided profits, $1,902,181. 


UNION BANK AND TRUST COMPANY 

A gain of two millions in deposits to a 
total of $27,435,575 is revealed in the De- 
cember 31, 1931 financial statement of the 
Union Bank & Trust Company of Los An- 
geles, aS compared with a year ago. Re- 
sources total $35,021,994. Capital is $5,000,- 
000; surplus, $2,000,000 and undivided prof- 
its, $877,852. 
R. E. BIXBY APPOINTED TRUST OFFICER 
, OF SANTA BARBARA BANK 

R. E. Bixby, vice-president and trust offi- 
cer of the Security Trust & Savings Bank of 
San Diego, Cal., severed his connection with 
that bank on January 1, 1932, to become the 
trust officer of the County National Bank & 
Trust Company of Santa Barbara, Cal. Mr. 
Bixby was formerly trust officer of the 
County National Bank & Trust Company. He 
graduated from Cornell in 1913, practiced 
law in Cleveland for three years when he 
entered the trust department of the Cleve- 
land Trust Company. Returning from France 
after the world war in 1919 Mr. Bixby was 
made assistant trust officer of the Fifth 
Third Union Trust Company of Cincinnati. 


Los Angeles is making elaborate prepara- 
tions for the Olympic Games to be held in 
that city during the coming summer. 
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San Francisco 


Special Correspondence 


TRIUMPH FOR BRANCH BANKING 

Whatever dispute there may be as to the 
pros and cons of branch banking and unit 
banking in the United States the experiences 
of the past year have given strong emphasis 
to the greater immunity of branch banking 
from failure, as evidenced by the records 
here in California where statewide branch 
banking has reached its greatest develop- 
ment. While hundreds of banks fell by the 
wayside in other sections of the country Cali- 
fornia has not had a single failure in its 
branch banking organizations. Branches may 
have been hard hit in certain communities 
but the strong backing of the parent bank 
helped to tide it over. Noteworthy also is 
the financial assistance rendered to distressed 
communities or agricultural interests. 

Edward Rainey, superintendent of banks 
of California states that at no time in the 
history of California banking have the banks 
had more ample reserves, cash and quick 
assets as at the present time. This has been 
due in great measure to excess of current 
loan retirements and not to a policy of re- 
striction. The combination of cash and due 
from reserve depositaries, cash items and 
bonds aggregate 40 per cent of total resources 
as against 37 per cent in 1929. Commercial 
deposits of the state banks and trust com- 
panies stand at $903,000,000; real estate 
loans are $999,000,000 as against $993,000,000 
June 30, 1930; savings deposits aggregate 
$1,799,000,000 and show but slight withdraw- 
als with 75 per cent of bond holdings in gov- 
ernment and municipal issues. 


EXCELLENT EARNINGS OF CROCKER 
BANKS 

During a period when most banks show 
reduced profits the Crocker First National 
Bank and the allied Crocker First Federal 
Trust Company of San Francisco are able 
to show at the close of the year, an increase 
in undivided profits from $3,069,610 to 
$3,237,931 with capital remaining at $7,500,- 
000 and surplus at $3,000,000. Resources 
show hardly any contraction during the 
year at $132,798,008 and deposits of $108,- 
094,000 are but slightly below the figure a 
year ago. Capital of the allied Crocker First 
Company, held in trust for the benefit of the 
stockholders of the bank, are not included 
in the above figures. 

The Crocker First National Bank and Crock- 
er First Federal Trust Company have elected 
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to the directorate D. J. Murphy and F. G. 
Willis, both vice-presidents with records of 
twenty-five years’ service. 

FINANCIAL STATEMENT OF BANK OF 

AMERICA 

The Bank of America, N. T. & S. A. of 
California and the affiliated state bank, which 
maintain 410 banking offices in 243 California 
communities, report aggregate resources of 
$981,038,065 at the close of last year. Cash 
in vault and in Federal Reserve and on de- 
posit with other banks total $74,517,756; 
United States securities, state, municipal, 
county and other bonds and securities, $255,- 
673,431. Loans discounts and acceptances 
total $577,566,169. Deposits are shown at 
$799,220,729; capital, surplus and undivided 
profits, $110,572,547; reserves, $1,598,814. 


AMERICAN TRUST COMPANY OF 
SAN FRANCISCO 

The American Trust Company of San 
Francisco reports as of December 31, 1931 
combined resources of $251,898,931, including 
cash on hand and in banks, $34,529,000; U.S. 
Government securities, $44,028,730; state, 
county and municipal bonds, $25,815,905; 
loans and discounts, $126,992,203. Deposits 
total $220,205,170. Capital is $10,000,000; 
surplus, $10,000,000 and undivided profits, 
$2,571,171. 

Edward H. Clark, Jr., has been elected a 
vice-president of the American Trust Com- 
pany. 


The Bank of California, N. A. of San 
Francisco reports assets of $120,866,000; de- 
posits, $93,212,000; capital, $8,500,000; sur- 
plus and undivided profits, $9,260,009. 

The Anglo-California Trust Company closed 
the year with resources of $81,548,686; depos- 
its $76,251,324; capital, surplus and undi- 
vided profits, $4,640,351. 

George Panario of the real estate depart- 
ment and John M. Grant of the international 
banking department were elected vice-presi- 
dents of the Bank of America of San Fran- 
cisco. 

W. S. Guilford, California National Bank, 
Sacramento, has been appointed chairman of 
the western division of the executive com- 
mittee, Trust Development Section of the 
Financial Advertisers Association. 

Charles B. White, trust development mana- 
ger, Security-First National Bank of Los 
Angeles, has been appointed a member of the 
western division, trust development section, 
of the Financial Advertisers Association. 
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THER Confidence _ 
was Justified 


WHEN PIG IRON DROPPED 50% IN 1907, 
ANDREW CARNEGIE DECLARED: 


WHEN DEEP, DARK GLOOM RULED IN 1921, 
THOMAS FORTUNE RYAN SAID: 


“This panic will soon run its course and 
pass away leaving no impediment to the 
return, in due season, of another period of 
wholesome, because needed, expansion of 
our resources. ... 

“We have had the greatest expansion of 
modern times. Reaction had to come— 
will prove healthful. Nothing can stay the 
rapid Progress of the Republic. She is all 
right.” 


“Our merchants have been buying only 
what they can sell quickly for cash. The 
consumer has had to listen to so much 
pessimistic talk that he buys only what is 
absolutely necessary. People everywhere 
have been scared. They are getting over that. 

“Our people are the greatest consumers 
of food and manufactured articles in the 
world in normal times—and normal times 
are coming back... .” 


AMERICA CAME THROUGH! 


In 1893 stark ruin stalked through the land. 467 banks failed 
in a few months. Mills, furnaces and factories shut down every- 
where. Bankruptcy was on every hand. America had twice as 
many unemployed per thousand population as she has today. But 
she put them all back to work. 

In 1907 panic broke loose. The production of pig iron dropped 
50 per cent in less than a year. All but the strongest men lost heart 
—‘“We are ruined,” they declared, “recovery cannot come in our 
time.” Yet in two years prosperity had returned. 


America Has Beaten 19 Major Depressions 
She Will Beat This One 


THE NATIONAL PUBLISHERS ASSOCIATION 


““As the most nearly self-contained nation, we have within 
our own boundaries the elemental factors for recovery.” 


(From the Recommendations of the Committee on Unemployment Plans and Suggestions of the President’s Organi- 
zation on Unemployment Relief.) 





